
ISSUES' THB OVERALL PLAN 

The plan as described above reflecta tentative decisions on a 
number of relatively controversial policy iSSUQs. This section of 
the memo identifies the key decisions and discusses alternative 
approaches. These issues can be considered in the contaxt of two 
overriding questions: 

o 	 Is the multidimensial notion of "success" that the plan 

assumes consistent with expectations for dramatic 

reform? Does the plan strike the right balance between 

ambition and realism? 


o 	 Does the plan achieve an appropriate balance between 

toughness and compassion, between high expectations for 

parents and protection of children? 


In each of these areas, the plan proposes a balance. In e~ch 
area, however, alternative policy decisions could be made that • 
would shift the balance in one direction or the other~· These 
decisions are highlighted after a description of the approach
taken by the plan. 

Tbe balance of ambition and realism 

An 	 important challenge for the plan is to balance high 
aspirations with realistic expectations. The plan must genuinely 
"end welfare as a way of life,lf but it must also recognize the 
difficulty of the task, the constrained capacity of the system to 
achieve it, and the need to protect vulnerable children and 
families. 

We 	 believe that the public has ambiti~ut realistic 
expectations of what would consistut~~cess. Polls and focus 
groups suggest that the public is most concerned about welfare 
recipients who they perceive as receiving benefits while doing 
nothing for long periods of time; and less concerned about people 
using welfare to qet on their feet or to supplement below poverty 
earnings They expect caseloaas to go down in the long run, buta 

seem to have realistic expectations for what can be achieved. • 
Finally, the public is concerned about protecting children when 
their parents fail to meet expectations. 

The plan aSSL\lIleS that success has several dimensions: 

o 	 Ending welfare as~a way of life, by requiring serious 

participation" in work and preparation for work 1 


chanqrng the culture of the welfare system from an 

emphasis on income maintenance to an emphasis on work 

and on the responsibilities of both parents, and 

imposing serious time limits. 




o 	 providing opportunities to families that enable them to 
increase their income and the well being of their 
children, and providing protections for the most 
vulnerable children. 

o 	 Achieving some caselcad and cost reductions after a 
reasonable period for investment and implementation. 

Key decision: phase in 

A key decision to be made about the balance of ambition and 
realism has to do with the scale and speed of implementation of 
the reformed welfare system. Should we seek to bring everyone on 
the caseload into the new system quickly, or should we initially 
target new resources on sub-groups such as new applicants or 
young families? 

!mmediate implementation of the new program would severly strain 
the ability of federal and state governments to implement the new 
system successfully. There is almost no disagreement that a 
phased-in approach is necessary. 

A phase-in strategy could start with new applicants, with 
selected states, with families with older children, or with young 
applicants and recipients. A new applicants strategy raises 
serious equity concerns between people who came onto welfare very 
young and those who managed to stay off for a longer pelor of 
time. A state by state strategy raises serious capacity issues 
at the state level. The primary arguments for an older children 
focus have to do 'with parental care of children and the cost of 
day care. 

A focus on young families, which the plan 4ecommends , recognizes 
that it is the yonger generation of actual and potential welfare 
recipients t.hat are the source of greatest concern. They are 
also the group for which there is probably the greatest hope of 
making a profound change, and of sending the message that welfare 
can no longer be a way of life. Under this approach, we would 
devote energy and new resources to ending welfare for the next 
generation, rather than spreading efforts so thin that little 
real help is provided to anyone. 

,~-
Key decisioDU __ benefit supplements for part time and low wage 
work 

Everyone agrees that independence from welfare should be the goal 
of the new sy.stema But there may be situations in which welfare 
benefits to supplement work are desirable. Two related issues 
arise in thinking about work expectations, and~whethe~~~ 
supplementary welfare benefits and exemptions fr~e time limit 
should be provided for workers. The first issue is under what 
conditions someone who is working can continue to receive 
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supplementary welfare benefits after twe yeM.. The ~ arises 

because even full-time work at the minimum wage leaves a ~amily 1~ 

below the income eligibility level for welfare in a few states. 

In about half the states, half time work at the minimum wage 

leaves a family of three below the welfare eligibility levels. 

Larger families are eligible in more states~ Proponents of 

allowing continued benefit receipt for workers argue that someone 

who is working should be at least as well off as someone who is 

not working and receiving welfare, and that gettinq someone to 

work even part time is a big success and should be rewarded. 

Opponents argue, that continuing AFDC as a work supplement for 

long periods of time is counter to the basic philsophy of the new 

program. 


The(Working Group and Cabinet are split on this very 

difficult issue. A possible resolution, refleoted in 

the current plant says that supplementary welfare 

benefits would be provided irrespective of the time 

limit for anyone working at least 30 hours, for anyone 

working at least twenty hours who had pre-school 

children, and at state option to other part time 

workers who worked at least 20 hours. 


A related issue arises around the number of hours of work that 
states would be required to provide through subsidized or 
community service jobs; and around whether supplemental welfare 
benefits should be paid if the required hours of work did not 
generate pay at least as high as the welfare benefits received by 
non-workinq welfare recipients in the state. Because of wide 
variations in state welfare benefit levels, the number of hours 
of work at the minimum wage required to earn the equivalent of 
the welfare benefit level for a family of three ranqes from about 
7 to about 47. For larger families, work hours would have to be 
higher to reach the welfare benefit levels. It is obviously hard 
to structure a real job of eight or ten hours per week. At the 
other extreme, it is unreasonable to require more than the • 
conventio~pdefinition of full time work • 

. , .~~ ...:n::: 
We assume that most states could and would .e~uir~work hours 
that would produce earnings roughly equivalent to welfare 
benefits; some states might do this bl~ paying more than the 
minimum wage. In the median state this would be about 26 hours a 
week at the minimum wage for a family of three. Some higher 
benefit states might choose, however 1 to structure jobs with ~ 

_ fewer -hours,.--aAQ Slome,.v8X:Y b;gA henefi.t et"taee8 !fti~kt,. gAOglii .. ~"* ~I.L 
1)0 !'aisE t."I'n! wge to a level 'Sc:tflcie1lL to pay the equivalent of ..M~ 
the welfare benefit. Should they provide a supplementary benefit 
to bring family income up to the level of welfare benefits for 

. 	recipients who don't worK? The argument for doing so is~~ele f/:;:).. 
who are playing by the rules and working 1 even if they have n~ . 
been able to find an unsubsidized job, should not be penalized by 
receiving lownr benefits. The argument against doing so if that 
this too would continue welfare as a work supplement. 



The qaneral sense of the Working Group and the Cabinet 
on this issue is that states should not be permitted to 
define hours of work at so low a level that a 
significant portion of income comes from benefit 
supplements, With this caveat, there was general 
support for some state flexibility ~ithin the'range of 
15 to 30 hours of work per week, and for modest benefit 
supplementation to insure that participants in the WORK 
program were as well off as welfare recipients who did 
not wtJrk. 

Tbe balance of toughness and protections 

A second important challenge for the plan is to achieve as 
appropriate balance of toughness and protections~ The di mmmmma 

arises because AFDC recipients are both workers and parent 

becuase we want to ensure that children are protected at the same 

time we have high expectations for their parents. The balancing 

act has to take place in two arenas: that of time limits and 

work requirements; and that of parental responsibility and 

prevention. 


Key decisions: time limits and work requirments 

A number of key policy decisions affect the balance of toughness 

and protections affecting time limits and work requirements. The 

most difficult decisions are around extensions to and exemptions 

from the time limit, ~ound various means for discouraging 

long-term participation in the WORK program, and around 

protections for children when parents do not meet the 

requirements of the program_ 


gxtensi20s to and exemptions from the time limit. Should 

any groups of recipients have the time limit extended? Should 

any be exempted from the requirements of the time limit? 


The issue of extensions arises because some recipients, 

especially those with language difficulties, education deficits 

and no work exper,ience, may not be able to appropriately prepare 

themselves for work in a two year period. 


The Working Group and Cabinet qenerally agreed that a • -_. _ _ limited number of extensions for such purposes as 
. --c~pletin9 a high school or job training program were 

appropriate. 'They generally agreed that extensions 
should not routinely be granted for the purpose of 
completing a four year college program but that hiqher 
education combined with part time work was appropriate. 

The issue of exemptions from the time limit arises because not 

all reCipients are able to work, even if they are not severely 

enough disabled to qualify for 55!. A second type of exemption 
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issue arises because requiring participation from mothers of 
infants or very young children may interfere with healthy child 
development and require substantial expenditures on infant day 
care~ Under current law, over half the caseload, including 
mothers of children under three, is exempted from participation. 

The Working Group and Cabinet generally agreed that 
exemptions should be limited, and that participation in 
some activiies be expected even of those who are 
exempted. They tentatively agreed that states should 
be permitted to exempt up to a fixed percentage of the 
caseload .~disabilities, care of a disabled child and 
other ser~barriers to work. 

There was considerable discussion of the issue of 
whether exemptions for mothers of infants should be for 
one year (i.e., until the baby's first birthday) or for 
twelve weeks (TWelve weeks is the mandated leave time 
in the Parental Leave Act.). The plan currently assumes 
a one year exemption for infants who were not conceived 
on welfare and a twelve week exemption for those 
conceived on welfare. 

piscQuraging extended participation in subsidized or 
cOmmunity service work. The WORK program of sUbsidized and 
community service jobs is designed to be a short term supplement 
to unsubsidized work in the private sector, not a replacement for 
it. A number of steps, which are incorporated into the current 
plan, can be taken to ensure this: 

SUbsidized j~b shots would last for a defined period of 
time l after which the person would again be expected to 
look for unsubsidized work. 

The availability of the EITC as a supplement to private f 
sector ,,,ork would provide a powerful incantiva for 
participatns to move into unsubsidized work. 

Federal reimbursement to states could reflect the 
amount of time people were on the rolls, in order to 
provide the states with serious incentives to move 
people into employment. 

" Refusal" to accept a private sector job will result in 
termination "of benefits. 

~-, ..-.-.~·tssue arises around what is expected to be a small number of 
people who continue to be unable to find unsubsidized employment 
after placement in a job wlot and private sector job search. 
Some argue that they should be placed in community service slots 
for as long as they need them. Others argue that this policy 
would lead to permanent guaranteed jobs that might be expensive 

•and perceived as simply another welfare program. Instead, people 
who continue to be unable to find employment might return to a 



deferred status, might have their welfare benefits reduced or 
might be cut off entirely. 

There is general agreement that a serious reassessment 
should be done of everyone who comes to the end of one 
or two job placements without having found private 
sector work~ Those found at that point to be unable to 
work would be returned to deferred status with full 
benefits. Those found to be able to work and unwilling 
to take an unsubsidized job would have assistance 
terminated~ In situations where jobs were not 
available for people who conscientiously played by the 
rules and tried to find work, assistance would be 
continued through another job slot, a workfare 
assiqnment 1 or training linked with ~ork. 

Sanctions and protections, If the welfare reform plan is to 
be serious about ending welfare as a way of life and about 
changing the basic values and culture of the welfare system, it 
must embody serious consequences for recipients who do not meet 
the requirments. The cur~ent plan basically continues current 
law sanctions for non-participation, which remove the adult from 
the grant for increasing periods of time for each sanction. It 
adds a severe sanction, benefit termination, for refusal to 
accept a private sector job~ After the time limit, non
participation in the WORK program carries the same sanction as 
for ordinaty workers: wages are not paid for hours not worked. 
Notice and hearings protections are continued. In addition, the 
state must keep its end of the bargain: services must be 
provided. 

Families whose benefits are terminated for refusal to take a job 
or to participate in the work program continue to be eligible for 
food stamps and medical assistance. There iSI however, the 
danger that some families will find themselves homeless or unable 
to care for their children. For these families, the shelter 
system and the child welfare system provide the safety net of 
last resort. If the,system is working properly, these failures 
will be extremely ra~e. Nonetheless, the fact that they may 
occur must be faced, Isince there is no apparent alternative if . 
the system is to be ~erious about expectations.

~..J/~ 

Kev decisions: parental responsibility and prevention 

"---~.-Inw,,:!:"lle area of parental responsibility and prevention, the plan 
attempto t~_ba~a~ce responsibility and opportunity for both 
mothers and fathers. Rather than simply focusing on the work 
obligations of custodial parents, it proposes a strengthened 
approach to child support enforcement that makes clear to fathers 
as well as mothers that parenthood brings with it clear 
obligations, and that these obligations will be enforced with 
serious and predictable consequences. To complement its emphasis 
on child support obligations, it proposes a set of demonstrations 
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focused onAnon-custodial parents. It also proposes a set of 
requirements on and services for minor and school age parents I 

and a comprehensive approach to teen pre-gnancy prevention-. 
Finally/ it proposes to extend eligibility for benefits to two
parent families, to remove the current bias in the system toward 
one-parent families. 

A number of. the key policy decisions have to do with the relative 
priority to be qiven to various spending proposals; the next 
section outlines the tradeoffs. In addition there are three 
other decisions that have philosophical as well as cost 
implications: the size and scope of child support assurance 
demonstrations; the living at home requirement; and the family 
cap option. 

Abe size and scope of demonstrations, ~he proposal for 
child support assurance demonstrations are controversial not only, 
because of cost but also because of the idea itself. Child 
support assurance speaks to the circumstance when little or no 
money is collected from the noncustodial parent, either because 
the system is ineffective or because the absent parent has very 
low earnings. Child support assurance guarantees that single 
parents with a child support award in place could count on a 
minimum level of support which they could use to supplment their 
earnings. Some see CSEA as a crucial way to "make work pay" and 
to ease the transition from welfare to work for sinqle parents. 
Opponents see it as close to simply beinq welfare by another 
name, that miqht also provide an incentive for fathers to escape 
their obligations. 

Living at home requirements. The plan proposes to require 
minor mothers to live at home or with a responsible adult. 
Though there is general agreement that very young mothers need 
care and supervision from adults, there are some questions about 
Whether we can ensure adequate protections for minors in abusive 
or otherwise unsuitable homes. 

Family gap option. The plan also proposes an option for 
states to adopt "family caps" that limit benefit increases when 
additional children are conceived by parents already on AFDC~ 
Proponents of family caps, some of whom believe they should be a 
requirement and not just a state option, argue that they 
reinforce a message of parental responsibili~y and help achieve 
e,Ql.:1ity_between welfare recipients and working families, who do 

------not receive a pay raise for additional children. Opponents of 
family caps argue that there is no avidence that they deter 
births, and that they deny benefits to needy childrn. In 
addition, opponents argue that the average value of the benefit 
increase is not much greater than the value of the tax deduction 
and the EITC increase for a ·working family that has an additional 
child. 
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LIST OF DIFFERENCES BIW HHS AND WH 

I. Whether to spend money on Jobs Prep (David agrees--something) 
2. How much savings from Job Search (no problem) 
3. Jobs participation rate 
4. Cap on overhead/costs in WORK program ($4200 @ 500k) 

-- 1/10 slots for child care (David is fine) 
5. Two-parent costs -- work history 
6. NCP and Access grants 
7. Cap CSA demos 
8. Level of working poor child care (how to target?) 
9. Additional spending to phase JOBSIWORK in faster 

10. Financing options 

Assumption questions 
Behavioral effects (3: no behavior, CBO internal behavior, rosy) 
Part-time work 
TCC -- include? 
Systems costs 

Other quest ions 
State match based on job placement 

or charter offices 
30hrs/20 



MEMO TO PRESIDENT 

Background or Conclusion: What is success? Balance opp & rcsp. 
Brief Summary of Proposed Pia" 
Issue 1: Financing 

lssuc 2: JOBS -- Who's covered? (Phase-in; Extensions &. Exemptions) 

Issue 3: WORK -- How to discourage long-term participation (Last forever? EITe?) 
Issue 4: Prevention -- Which demos and how much? (Family Cap, CSA, NCP, 2-parent) 
Issue 5: How much for child care? 

ei<"~ 7,~,,,\ 
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This memorandum summarizes 1he recommendations of the Welfare Reform Working 
Group, which consists of 33 subcabinet officials from 7 agencies and the White House, We 
have consulted broadly with members of Congress. Slate officials) organized labor and outside 
advocacy groups, and people on welfare. 

We have reached consensus within the Administration on most issues, A few key 
questions remain, and arc speUed out in the following pages: 

,. Financing: How much can we afford to spend on this initjative, and which of the 
entitlement savings and possible revenUes we have identified arc acceptable? 

• Budget: How should we spend heyond the ""re program on 1) child care for the 
working poor; 2) a variety of economic development, prevention. and child support 
demonstrations; 3) expanding coverage of two-parent families? 

• JOBS Program: Should we phase in the plan starting with the youngest third of the 
caseload? What extensions and exemptjons will be allowed? 

,. Work Program: How can we discourage tong-term p:1t1icipation in the work 
program? Should public jobs last forever? Should they he eligible for the EITC? 

,. PerSonal Responsibility: What demonstrations should we undertake to reduce long
term dependency? Should states be allowed to limit addjtJonal benefits for additional children 
bonl while: on welfare? Should we experiment with programs to 1) require noncustodial 
parents to work off the support they owe~ 2) guarantee child support in cases where 
noncustodial parents donlt pay? 



Transitional Assistance Followed by Work 


Training, education and job placement 
services (the JOBS program) 

.. 	 Time limits with Extensions and 
Exemptions 

Work for those who exhaust their time 
limit (the WORK program) 

March 17, 1994 P.I 



Training, Education, and Job Placement Services 
(The JOBS Program) 

J;~ull Participation 

... 	 ]>ersona1 responsibility contract 

& employability plan 


Closer coordination & integration with 
existing mainstream education & training 
program 

Focus on work & private sector placement 

Emphasis on worker support once people are 
placed in a job 

March 17, 1994 P.2 



Time Limits With Extensions and Exemptions 

Expectation of unsubsidized employment 
within two years 

Flexibility for special circumstances 

disabilities and serious barriers to work 

care of a disabled child 

.. care of an infant? 

limit on the number of exemptions? 

Extensions for services beyond two years 

language difficulties 

.. completing high school or GED 

.. school-to-work or job training program 

.. postsecondary education combined with work? 

March 17, 1994 P.3 
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Work for Those Who Exhaust Their 
Time Limit (the WORK. Program) 

Temporary work opportunities after the time 
limit for those unable to find unsubsidized work 

Community involvement and oversight 

Emphasis on private sector placements 

lFIexible placement options 

~ employer subsidies 
~ non-profit/community-based jobs 
~ placements using new and existing initiatives 
~ community service 

Non-displacing placements 

Special provision for weak local economies 

March 17. 1994 p. 4 
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The WORK Program: 

Work for Welfare Versus Work for Wages 


Work for Wages 

paycheck not welfare check 

dignity and responsibility of a "real job" 

Work for Welfare 

uses existing administrative structure 

.. preVIous experience 

state flexibility 

March 17, 1994 P.5 
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The WORK Program: 
Discouraging Long-Term Participation 

.. 	 Sanctions for private sector job refusal 

Limited duration in anyone placement 

Frequent job search 

.. No EITC benefits? 


.. Declining state reimbursement 


Limits or reassessment after several 

placements? 


March 17, 1994 p. 6 



Overview 


.. 	 I'reventing Teen Pregnancy 
and Promoting Parental Responsibility 

Support for Working Families 

Replacing Welfare with Transitional 
Assistance and Work 

Reinventing Government Assistance 

March 22, 1994 p.\ 



Preventing Teen Pregnancy 

and Promoting Parenta1 Responsibility 

Prevention 

Supporting two-parent families 

Child support enforcement 

March 22. 1994 N 



Support for Working Families 

Earned Income Tax Credit 

Health care reform 

Child care for the working poor 

March 22, 1994 P.3 



Replacing Welfare 
with Transitional Assistance and Work 

Full participation 

A reformed JOBS program 


.. Time limits 


.. A WORK program 


March 22, 1994 P4 
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Reinventing Government Assistance 

Coordination, simplification and improved 
incentives in income support programs 

... 	 A performance-based system 

... 	 Accountability, efficiency, 
and reducing fraud 

March 22, 1994 P,5 



ISSUES, THE OVERALL PLAN 

There are three overall issues that can be looked at as a 
framework for thinking about specific design decisions. All ask 
whether the current plan strikes the right balance, in three 
areas: 

o 	 Is the mUl~sional notion of tl success 11 that the 

plan assumes consistent with expectations for dramatic 

reform? Does the plan strike the right balance between 

ambition and re~sm? 


."...~ 
o 	 Does the plan achieve an appropriate balance between 

ctbughne§s 	and cornpasst~ between high expectations for 

parents and protection of children? 


o 	 Does the plan achieve the right balance of costs, 

off~ets and revenues? Is the balance among the cost 

components appropriate? 


In each of the three areas, the plan proposes a balance~ In each 

area, however, alternative pOlicy decisions could be made that 

would shift the balance in one direction or the other. These 

decisions are highlighted after a description of the approach 

taken by the plan, 


Whet is success? 

An important chal'lenge for the plan is to balance high 

aspirations with realistic expectations. We want a plan that 

genuinely "ends welfare as we know it, I. but that recognizes the 

difficulty of the task, the constrained capacity of the system to 

achieve it, and the need to protect vulnerable children and 

families, 


We 	 believe that the public has ambitious but realistic 
expectations for what would consititute success. 

I POLL. DATA ON HOW MANY SHOULD BE OFF WELFARE, WORKING 
AND GETTING BENEFITS, TWO YEARS OF TRAINING ETC, 

FOLLOWED BY WORK, 


The plan assumes that success can be assessed both by movement 

off the caseload and participation in work and work related 

aotivities: 


o 	 It assumes that the case load can be reduced by 25 I . J 
percent (?) from projected levels when the plan is ~.'f ~~ 
fully implmented. This reduction will be brought about ~~ \~~ 
by a combination of health care reform. the expanded ~ ru' ' .. 

-4' No r"l""fNn .r /<'Uf';" /X'<'P~ If; -'f ""flit < .~1.. I(.d~~1 , I b!-n.s. 	 -All l/.r,',../.., .,Mf.,..J".1--~
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EITC, expanded child care availability,~~~
training education and placement services and 

behavioral responses to time limits and work 

requirements. 


o 	 It assumes that deferments from participation 

requirements (and by implication from time limits) will 

be reduced from the current level of about 50 percent 

to about a third (1), and that those who are deferred 

will be participating in some activity that helps 

themselves and their communities. 


o 	 It assumes that 100 percent of the non-deferred phased

in caseload will be either working or preparing for 

work through participation in the JOBS program. The 

relative proportions in work and work preparation shift 

over time, as people begin hitting the time limit. In 
 • year x, about x percent of the caseload is assumed to 

he working. 


If the program met these goals, we believe that the pUblic would 
appropriately consider it a success. It would represent a 
dramatic shift in the "business" of the welfare system, and in 
how recipients of assistance spent their time. 

The plan also contains elements that attempt to balance ambition 
with realistic expectations. 

o 	 The plan assumes that food stamps, subsidized child 

care and hea'lth care are available to the working poor I 


and that some workers (low wage workers in high benefit 

states) continue to receive supplemental welfare 

benefits~ 

o The 	plan assumes a phase in strategy under which the 

new regime applies to about one third of the caseload 

at implementation and grows to include about 60 percent 

of the caseload in ten years. The main implications of 


•this strategy are that actual caseload declines will 

not be seen for x years, and that the numbers of 

recipients working after having reached a time limit 

will be about 100,000 in 1999 and about 500,000 in 

2004. 


If the plan's ambitions for caseload decline, participation and 
work do not seem sufficiently dramatic to constitute success, the 
main options that are available are: 

o 	 more stringent exemption and extension standards; 

o 	 more severe sanctions and more restrictions on work 
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opportunities to decrease the caseload faster but with 
more dangers to children; 

o 	 a faster phase in strategy; 

o 	 a WORK program structure and a set of supports for 

workin9 families outside AFDC that take them 

technically off the case load. 


The first two options are discussed below, under touqhness and 
protections. 

The downside to an option that would phase in faster is that a 
faster phase-in strategy would seriously strain the capacity of 
the states and would cost considerably mo~e in the early years. 
The current phase in strategy envisions a state option to phase 
in faster, which may be enough to meet concerns. 

The last option is attractive in many ways, since making work pay 
and worker support outside welfare is an important theme of this 
administratic:m/s approach to helping families. The most serious 
concern about moving in that direction is the administrative 
complexity that a new program involves. Another concern is that 
it might be seen simply as a renaming and as an attempt to 
continue welfare in another guise. 

The balance of fUqhneSS and protection~ C'fp,t I2c.sp. 
A second important challenge for the plan is to achieve an 
appropriate balance of toughness and protections. The dilemma 
arises because AFDC recipients are both 'io'orkers and parents, and 
because we want to ensure that children are protected at the same 
time we have high expectations for their parents. The balancing 
act has to take place in two arenas! that of time limits and 
work requirelnentsi and that of parental responsibility and 
prevention. 

Time limits. and work requirements. 

The balance of toughness and protection in this area consists of 
the following elements: 

o 	 A serious time limit that is followed by work, not by 

nothing. A subsidized or co~unity service job will be 

provided if unsubsidized private sector work is not 

available~ The job would he structured in such a way 

as to generate earnings at least as great as welfare 

payments to those who don't work, or would be 

supplmented to bring income up to the welfare level. 

Failure to work after the time limit means loss of 

wages. Failure to accept an offered private sector job 
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after the time limit is sanctioned by benefit 

termination. 


o 	 A serious requirement to work, lOOK for work and/or 
prepare for work that applies as soon as someone begins 
receiving benefits, but that is responsive to 
individual needs as assessed by an employability plan. / 
Graduated, but serious, sanctions are assessed for non- 7 
compliance. ' 

o 	 Deferments from the time limit for barriers to work and 
care of an infant; extensions from the time limit for 
completion of high school, a GED t or other work
oriented training or education pro9rams; stopping of 
the clock, at state option, for part-time work. 

The balance of toughness and protections in the plan could be 
modified in either direction by makinq different policy choices 
in several elements: 

• 


o 	 More or fewer protections for workers and children 
built into the work slots offered after the time limit~ 
For example, the state could be required to provide 
wages or benefits unless the state proved that the 
worker had missed work for good cause; or the state l./0
could be required to provide benefits for the children ~ 
even if the parent did not comply with work 
requirements. To shift the balance the other way, the 
state might not be required to provide work after a 
certain period of time, or might not be required to 
supplment pay if the job offered did not generate as 
much income as received by those on welfare and not 
working. 

o 	 Stricter or more lenient participation requirements. 
For example, recipients might be expected to 
participate in activities full tim~, rather than the 
currently envisioned half time. To shift the balance 
the other waYI a wider range of lower intensity 
activities, such as parenting education or volunteer 
work, might be permitted for longer periods of time. 

, 

o 	 Stricter or more lenient deferment and extension 
criteria. For example, mothers could be exempted until 
their child was three r or at the other extreme, only 
until twelve weeks. States could use tighter or looser 
criteria for assessing disabilities and barriers to 
work. Extensions could be granted for all or for no 
postsecondary education, rather than, as in in teh 
proposal, for postsecondary education combined with 
work. 

4 
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Parental responsibility and prevention. 

The balance to be achieved here is primarily one of requirements 
and services, combining an approach that strasses the obligations 
and responsibilities of parenthood with the provision of services 
to enhance responsibilile choices and ~ake it possible for both 
mothers and fathers to meet their obligations. The elements of. 
the balance are: 

o 	 Child support obligations enforced through serious 

steps to improve paternity establishment, set adequate 

aawards and modify them when needed, and collect the 

support that is owed. The enforcement approach is 

combined with demonstrations of services and work 

proqrams for noncustodial parents and with 

demonstrations of child support assurance. 


o 	 Requirements on minor mothers to live at home and stay 

in school combined with requirements for case 

management and other special services. 


o 	 Some expansion of family planning servicesi state 

option for family caps; i.e., not increasing welfare 

benefits for children conceived while the mother was 

receiving welfare. 


o 	 Demonstrations of various approaches to teen pregnancy 

prevention. 


The key choice elements in this balancing act are: 

o 	 The size and scale of the demonstrations for 
noncustodial parentsj spending money on these 
demonstratins may be seen as an unnecessary expenditure :t 
of funds, 

..
o 	 The size and scale of the child support assurance 


demonstrations. The issue here has to do both with the 

amount of money that might be involved and with the 

idea itGlelf. ;;ome see: CSEA as a crllcial way to "make 

work pay" for f\ingle parents, while others see it as 

Ulettinq fathe:s Off the hook~ n 


o 	 The living at home requirementi this is controversial 

for many people, though most of the concern is about 

ensuring adequate protections for minors in abusive or 

otherwise unsuitable homes. 


o 	 The option or requirement for family caps; this is very 

controversial with strong passions on both sides. 


o 	 The size and scale of teen pregnancy prevention 

5 
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demonstrations. Here there are arguments on both 
sides: that we should mount a larger scale effort, 
perhaps through a formula grant to states; or that we 
should mount an even more modest effort since the 
evidence on effective programs is so slim. 

The balance of ooata and financing 

The proposal as currently constructed is estimated to cost $x in 

1999, $x over the five year period 1995-1999, $y in 2004, and $y 

over the ten year period 1995-2004. 


The financing options that we have identified generate $x. 

A number of the financing options are clearly very difficult. It 
is therefore important to think about various alternatives for 
reducing the cost of the program, or about tying certain cost 
elements to specific financing streams. The primary options are: 

o 	 Fund two parent provisions through an AFDC offset. Our 
suggestion is capping eligibility at 130 percent of 
poverty for household income. 

o 	 Phase in more slowly. 

o 	 Reduce the costs of the various demonstrations by as 

much as half. 


o 	 Fund day care for the working poor at half the proposed 
level; or leave working poor day care out of the 
welfare reform proposal entirely and submit a day care 
proposal separately with dedicated funding. perhaps 
something like the gambling tax. 

The day care issue is the most important and difficult ons t since 
it involves a substantial portion of the funding for the plan. 
As currently structured t K percent of the funding in the plan 
goes for day care, most of it for day care for JOBS and WORK 
participants, who are ~equired to work or prepare for work, but X 
percent for day care for the workinq poor. Many people consider 
day care for the working poor an integral part of the plan; both 
to complete the make work pay agenda, and on equity grounds. 



Finally, we propose a realistic phase-in strategy, both to 
acknowledge the level of resources available and to minimize the 
systemic st4 eaa on the Federal and State governments of 
attempting full and immediate implementation of the new system.
We would initially ~arget our resources on YOUD9sst third of new 
applicants and re"~.?ients. Starting with young people avoids any
incentives to stay \<In welfare and any -rewards" to having 
children and comins on welfare early. It also allows for 
investments in fat:.i:':ies who have the most hope of being helped.
The remainder of the caseload would be phased in over time. This 
phase-in period will provide ample opportunity to refine the 
system as lessons from the early cohorts and States inform 
implementation for others. , ' 
BOMB POLler ISSUBS STILL TO DB RBSOLVED, 

To provide a sense of the scale of a program and the cost of 
particular elements, we have cieated a hypothetical proposal.
The actual cost of the program will differ depending on what 
decisions are made about a few significant issues. In the 
remainder of the document, we will refer to this hypothetical
baseline and indicate Where different programmatic decisions 
would have led to a larger or smaller program, The table WhiCh, 
follows is provided only as a basis of discussion--not as an 
indication that policy decisions have been made.. :> 
In the end, tbis plan embodies a vision which was contained in 
the Family Support Act. It represents the next major step. Bu 
the journey will not end until work and responsibility enable us 
to preserve our chi~drenfs future. 

We turn now to the specifics of the plan. 
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TABLE 2 - PRELIMINARY COST esTIMATE OPTIONS (FEOEflAL AND STATE) 

FOR A HYPOTHETICAL W!LFARE REFORM PROPOSAL 

(By tIecal year. In minion. ot donars) 
(24 month WORK program 1olfow.d by Aaeeaement.) 

(Weffare and Non_lfa,.. Impacts) 

, 

~L'\~c... t2- \ 
(~k.-h rt,''''1""') 

TOTAL· OPTION A (Summary Table) 

TOTAL ~ 0PT10N B (CemonatratloM and 

Non-Cuatodlal JOBS/WORK cut by 50%). 

TOTAL· OPTION C (Working- Poor Child Cara .. 0) 

TOTAL· OPTlON 0 (Two Parent Provlelon '=" 0) 

TOTAL ~ OPTION E (Territo".. = 0, 
RQA. "AU Othe,.... ., 0, Aao.t Limit III:: 0). 

TOTAl.· OPTION F (OPTION A· OPTIONS B-E). 

TOTAL· OPTION G (elimInate Femlly Capo), 

11,535 

10.780 

.,535 

9.325 

e,52. 

535 

12,195 

43,260 44.775 39,370 

4Q,915 42,650 37,48. 

26._ 30,130 26.356 

35,00. 40,42. 35.015 

34.... 40,345 34,940 

8,085 19.220 15,660 

4,',410 45,585 40,180 

S·I"'~ s.....,~,j 

7-'p~\- - . ~ 
"bt--~.... -. (6 

t.JI'cc./<4. - :.0 
W!'" /0 'I. - 't." 
.r~""''"'¥ 

-.'1""""'s 
- .~ 

-,.~1>\-\ lky> 

10 Year 
5V••t 10 Veer F~"'l 

at 90%Tota' Totfll' 

10 ViUIr 

Fttd.rot 
., 80% 

Not. 1: Parentheses danote nvtnge. 
Nota 2: Ninety j:)ef'Cent and .1ghty p.'C6nt faderalaaUmlith ,..pr.~nt 90% (IIInd 80'%) 01 all expenditures except 

the following: ~nefite are at curfltnt match rat ..; child ."'pport 1* matched et rat .. ep.cifl-.d In the 
hypothetical philO; and eomptehanalva demoMtretJon grent. art matched at 100%. 

Sourc.: HHS/ASPE .taff $$llmat... Theae utlmat.. haye I>Mn "hated with .teff wttbln HHS and OMS but have not bun 
offlolally reviewed by OMB. The polIclea do not repruent III coneenaua recomtMndetion of the Worktng Group co-chalra. 

SEE APPENDIX FOR ENDNOTES TO TABLer:.J - 1+ 
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TABLE 2 - PRELIMINARY COST ESTIMATE OPTIONS (FEOERAL AND STATE) 

FOR A HYPOTHETICAL WElFARE REFORM PROPOSAL 

(By flacer year, In millions of dollat8) 

(24 month WORK program followed by ~) 

(Welfa,. and Honw.lhu'. Impo<h) 

TOTAL - OPTION A (Summa1YTabla) 

TOTAL· OPTION B (Demonstratlone and 

Non-Custodial JOBSIWORK cut by 50"'"). 

TOTAL· OPTJON C (Working Poor Child CaN =0) 

TOTAL - OPTION 0 (Two Parent Provlalon = 0) 

TOTAL. • OPTION E crarrttoriM = 0, 
RQA -All oth.,..":= 0, A.uet Umlt = 0). 

TOTAL. OPTION F (OPTION A ~ OPTIONS. B th~gh .:). 

TOTAL - OPTION G (Ellmlnat. Family Cope). 
Not. 1: Parentheaea danote uvtnga. 

SV••r 

Total 


18,445 

11,670 

13,445 

16,236 

15,450 

7,4" 

_~_~!~05 

5Yaar 

Federal 

15,778 

16.070 

11,278 

14,618 

14,340 

7,910 

15.998 

10 Vear 
Total 

58,,460 

56.115 

42.190 

50,200 

, 
50,240 

23,385 

60,610-

10Yur 
Frtdlrel 

54.720 

62,595 

40.crr5 

50,365 


60,200 

28,735 

55,530 

49,880 

---- ,~~ 

Not.2: Five Year and Tan Yur F~aral eatlmatea "preHnt QOl!Ib of allaxpendlturM ueept the following: 
bttnem:a are at current match ratu; child aupport fa matched at rat.. apecHled In tM 

hypothetical phm; and comprehensive demonatratlQn grants are matched at 100%. 

Source: HHSfASPE staff estlmat... Thea. 88tlmat.. have been .hared with .totl wlthln HHS and OMS but have nol boen 
ot1lchdly reviewed by OMB. The pollclN do not rep....ent a conunaua recommendation of tile Working Group OO*ChalnJ. 

SEe APPENOrx FOR ENDNOTES TO TABLE 
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0( till ~tur....c~ tor 

Pw«rtJOBS/WORK 
~. (ltantt and F' • .,tmj:J DtmonMraUona 
ChUd Support AMutahU D""uw'I.tU_ 

6iJBTOTAL. p.,entat A_poMlblllty 3,21t1 

'"2,320 
1,821$ 

no 
330 

,
1.140 
<,too 

,,,10 

1.HM 
6,425 
~,o 

and Stet. eyttt,,,u/Admin Effi¢'-ncy 

8tJBTOT AL. J08S(WORK 	 ..... e,285 ...... 
Poor Chfld c .... (Cappfld.t nt> 

I 	 ..... ,...,...~ao ".... 
A$:(WSTANCe 

270 71>0 ... ... <~..'3'""" '"-	 ... 
,.. 

,.. OM ..."...... ... ..,..... 	 ,- ..-...... "" ..... 1,37.5'55 

M*	~ ~V.... _Uma. "~tnt~ 
~ folletwmg! b .... .m.•• III cW'ttflt tlUb::h f.t.aj child tll.lppott hi matched .t tIIIl.. 
tpKtflK In ttlt hy~ plm; and CI)I'!'I~tl.. d""'(II"It"'-Uon 9I'*"w ar. mttchfld at 100%. 

GoYrc"; HH8IASPE.taft ..lImat... n-._tiM"" M •• __ tl\ar.a wUh.un WIthin HHS and QUe b\It han not ~ 
olflct.lly r..~ by ONB. fht; poUcl.. do. not r."...,t _ COOl_Uti r_OtMt~UOOl GlUt. Waridns: Group Cl>Chatr., 

SEE APPENDIX FOR ENDNOTES TO TABLE 
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TABLE 2 - PRELIMINARY COST ESTIMATE OPTIONS (FEDERAL AND STATE) 
FOR A HYPOTHETICAl WELFARE REFORM PROPOSAL 

(By fiscal year, in millions of dollars) 
(24 month WORK program followed by Assessment) 

(Weifare and Nonweifare Impacfa) 

5 Year 
Total 

5 Year 
Federal 

10 Year 
Total 

10 Year 
Federal 

TOTAL - OPTION A (Summary Table) 

TOTAL· OPTION B (Demonslratlons and 
Non-Custodial JOBS/WORK cut by 50%). 

TOTAL· OPTION C (Working Poor Child Care = 0) 

TOTAL - OPTION D (Two Parent Provision = 0) 

TOTAL· OPTION E (Territories = 0, 
RGA 'All Others' = 0, Asset Limit = 0). 

TOTAL - OPTION F (OPTION A - OPTIONS B through E). 

TOTAL - OPTION G (Eliminate Family Caps). 

18,445 

17,670 

13,445 

16,235 

15,450 

7,465 

19,105 

16,095 

15,385 

11,595 

14,935 

14,305 

7,935 

16,350 

56,250 

53,905 

39,960 

50,200 

46,030 

23,385 

58,400 

54,040 

51,915 

39,395 

49,665 

49,860 

28,135 

54,850 
Note 1: Parentheses denote savings. 
Note 2: Five Year and Ten Year Federal estlmatas repr.sent 90% of all expenditures except the following: 

benefits are at current match rates; child support Is matched at rates specified In the 
hypothetical plan; and comprehensive demonstration grants are matched at 100%. 

Source: HHS/ASPE staff esllmates. These estimates have been shared with staff within HHS and OMB but have not been 
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chalrs. 

SEE APPENDIX FOR ENDNOTES TO TABLE 
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TABU! 3: _ PREUMINAR'i' DI!1'A1LED COST ESTiUATES (fEDERAL AND STATE) 
FOR A HYPOTHEllCAL WELFARE REfORM PROpou,L 
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TABLE 3 _ PRELIMINARY DETAILED coaT ESTIMATEa (FEDERAL AND .TATE) 

FOR A "¥POTHETICAL WELFARE REFORM PROPOSAL 
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TAet£ 1 - PREUMINARY SUMMARY COST ESTtMATES (FEDERAL AND 61A11.:)
FOR A HYPOTHETICAL WEt.FARE REFORM AAO~SAt. 
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COSTS AND FINANCING 

There is relalively little disagreement over the basic structure of it preferred plan. The difficult 
part is coming up with acceptable finaincing options and cutting back on the policy if financing 
options are limited. 

(....1' ., ·tJri~S COSTS 

The costs of elfare rcfonn iii. iiuldl flUy depend o:,e~iic~~cisions, The working group has 
.. aft produced a 1 which can serve as the starting point for discussion. The combined 
7; rJ" state and federal costs ofeach major element of the welfare reform plan are shown below. In 

'- each case we show one year costs for FY 1999, five-year costs for FY 1995-1999, and ten year ~ l~~yosts for FY I 995-2004. 

~: ~s...b 4~
~:...\~"... ;'-' •I,.~.."". iii 

c.r~~\,....~'" . • ........... ," Costs or Working Group Consensus Welfare Reform Proposal 
(.. 1oI~ 

;,.~ 
FY 1999 Five Years 

.~,~(6 FY 1995-FY1999 

Prevention, Parental Responsibility, 
Child Support Enforcement 

Make Work Pay--Child Care for the 
\Vorking Poor 

Transitional Assistance Followed By 
Work 

Reinventing Government Assistance 

Total Stale and Fedel'lll 

Less state contribution 

I Total Federal 

-0.19 


2.00 


3.72 


0.94 


6.46 


-0.65 


5.81 


-0.14 


5.00 


8.57 


4.78 


18.21 


-1.82 


16.39 


Ten Years 

FY1995
FY2004 


-4.l7 

16.27 


27.72 


12.4 


52.22 


-5.22 


47.00 , 

The specific sub elements are shown in detail in the appendix tables. The costs could be reduced 
by a variety of policy changes. We believe the only part of the program which really cannot be 
reduced and still meet the commitments to do serious and comprehensive welfare reform is 
transitional assistance followed by work. Given the targetting already present in our proposal, we 
are already under some attack for not going far enough fast enough. We also see few options for 



additional savings in the Prevention and Parental Responsibility section. Thus the major options 
involve child cafe for the working poor and reinventing government assistance. In addition, we 
propose a number of demonstrations "'RioA liI~nti6 be ttMlfl8 eM"'. These could be scaled back. 

The table below shows the costs of particular elements net of state contributions. VirtuaHy every 
element in the table has strong support from the Working Group. Moreover. there was no 
coq4ensus on which clements should be cut first. 

POTENTIAL COST REDUCTIONS FY.99 5 Ye~[ 10 Year 

Child Care for the Working Poor 1.80 4.50 14.63 

Reinvention Options 
Eliminate Discriminatory Two-Parent Provisions 0.45 1.08 
Eaff&Existing Asset and Automobile Rules 0.30 1.12 ~~~-I'I."'tI.h. ~ 
Allow State Flexibility on Work Incentives 0.19 0.64 1.50 
Maintain Differential Accounting for AFDC and Food Stamps 0.25 095 2.23 
Double Contributions to Puerto Rico and Territories 0.14 0.63 I 38 
Total ReinventiQIl 

Demonstrations 
Prevention Grants 0.03 0.10 0.24 
Work and Trilining for Noncustodial Parents 0.20 0.43 1.97 
Access and Parenting 0.03 0.14 0.29 
Child Support Assurance 0.25 0.55 1.50 
Microenterprise and Subsidized IDA 0.10 0.30 0.70 
Total [)emonstrntions 

Eliminating or scaling back any of these options will be difficult. Child care is provided for people 
in JOBS and WORK and for those leaving welfare. Ifit is not provided for the working poor, 
serious equity and incentive issues arise. Moreover, if we target on young people, child care is 
"articular concfttJ if the goal is to get people otfwelfare permanantly. The $2 billion in the plan 
ttr child care now will cover most working poor families, but not if utilization or costs rise 
rapidly. 

Each of the reinventing options has strong support. There is strong support for the two parent 
provisions ~on moral, symbolic, and political grounds. Proponents argue this policy is 
essential ifwe inlend to send a clear message about strengthening two-parent families. The 
improved ass<;t and automobile rules seemed especially important since current rules make it 
almost impossible for persons to own a rellab1e car to use in getting to work. Work incentives 
reward work, and are a major source of waiver requests. Proponents argue it is silly to allOW! 
states to set any benefit level they 1.hoose, but not to adjust the work incentives and benefit cii6.tIRt. 
reductions associated with work, ls.- _lO.O Soot 1t..a.. .....Ie. &-..,...J.. , ."i._... f<otl.. ~ It...l, ......'-..I""r"--\ 



Puerto Rico and the territories have a fixed allocation of money for AFDe, JOBS, and programs 
for the aged, blind and disabled. Residents are not eligible for SSJ. The allocation has been 
adjusted only once since i 979. Thus doubling the existing caps seems both necessary and 
appropriate, 

Each of the demonstrations also have strong supporters. Prevention grants are pan of the teen 
pregnancy prevention. Work and training for noo-custodial parents sends a signal about 
responsibility and opportunity for these men. Access and parenting demos are also focussed 00 

the men and improving their role in nurturing the child along with our greater expectations for 
child support payments. Child support assuranCe has extremely strong supporters, but some 
significant critics. Most agree that demos are a good way to resolve the questions_ 
Microenterpnse and IDA demos focus on the goal ofgiving people real opportunities to 
accumulate assets and start small businesscs. There is likely to be strong support in Congress for 
aU of these ideas. 

Below are a few packages which would reduce the budget: 

Packages with 5 year costs of$13 billion 

Packages with 5 year costs of $1 0 billion 

Packages with 5 Year costs of $7 billion 

~'INANCING 

There simply are no easy financing oplions. Each faces scrious political problems and raises some 
substantive concerns. We have sought to develop finaincing options which arc sound policies and 
pDlitically sustainable. Given that we sought to find most oftbe flnainacing by cutting existing 
low income programs, all of the options have some troubling implications. 

Welfare reform itselfwiU generate a certain amount of savings from child support enforcement, 
caseload reductions, and changes in eligibility rules. These internal savings have already been 
shown netted out of the cost tables. Thus we examine only those proposals which arguably lie 
outside the basic reform proposaL We have explored closely related income transfer programs 
and identified reforms that would improve their targeting, efficiency, and effectiveness while 
providing savings" We paid particular attention 10 programs that seem to be growirlg very 
rapidly. Each of the proposals is difficult, Each will be cOrltroversiai. but each can be justified on 
sound policy grounds 

[ntitJemen't Reforms 



Confbnn AFDC benefits to the 130% of Poverty Rule of Food Stamps Food Stamps and AFDC 
use somewhat different definitions offamily AFDC is a child centered pmgram with the filing 
unit definied narrowly around the child, The child's parent and siblings. are almost always part of 
the unit, but other relatives generally are not Indeed siblings are not part of the AFDC unit if 
they receive SSt Food stamps uses a definition which is closer to extended families living 
together. Food Stamps also has a fUle that units with income above 130% of poverty (i.e. roughly 
$20,000 for a family offour) are not eligible to collect Food Stamps. At one point we sought to 
conform AFDC and FOM Stamp filing unit definitions, but backed away when we discovered this 
would cut many people off AFDe in low benefit states as the income and assets of others would 
push the family above the very low AFDC benefits there, 

Nonethless, one option would be to apply the Food Stamp 130% rule to AFDe units as well-~ 
effectively denying AFDC benefits to children living in filmilies with income above 130% of 
poverty. This would impose no new administrntive burdens since the nIle already applies to Food 
Stamps. JlllUilllflh.w&!t' applying this rule to AFDC would reduce AFDC expenditures by rougbly 
6% or $1.4 billion in FY 1999, 

Two types of families would be affected by this plan. First "child only" cases would be reduced 
signiticantly, Child only cases are those where: no parent is present and tbe child is Hving \\~th It 
relative who is not the legal guardian, the parent is present but the parent is an undocumented 
alien, the parent is present but receiv~ng SSt These cases have grown dramatically in recent 
years, rising from roughly 400,000 in the mid to Tate 19&05 to nearly 700,000 cases in 1992. In 
child only cases, generally relatively little income of other household members is counted in 
determining benefits and eligibility. Thus many have household income in excess of 130% of 
poverty. The argument for limiting AFDC in such cases is that the money can be better targetted 
10 poor families. The argument against it is that especially in the case of nonguardian relative, the 
limitation on benefits might discourage some relatives from taking in a chad who might otherwise 
end up in foster care. One advantage would be that it would be harder to game the time-limited 
welfare system by "placing" a child with a relative. Relative caretakers who are not the guardian 
of the child would not be subject to work requirements and lime limits. 

The second type or family which could be affected are extended family settings. Most commonly 
a parent and child may be living with the grandparent. If the parent is over 18 the grandparents 
income is not counted in detemllning eligibility regardless of the income of the grandparent. 
Otber situations would include cases where the parent is living with a sibling. This policy would 
prevent AFDC payments to situations where the parent had low income, but the extended family's 
income is well above poverty" Here the fear is that this policy might discourage extended families 
from living togethec 

Note this proposal would not affected fi·iedicaid eligibility ofany persons" 

Cap 1he Emergency Assistance PrQBram: The little known AFDC~Emergency Assistance 
Program is an uncapped entitlement program which is out of controL In FY 1990 expenditures 
totalled $189 million; in FY 1995, it i, estimated that expenditures will be $(i44 million and by FY 
1995 almost $ J billion. While the intent of the EA program is to the meet short-term cmcrgellcy 



needs and help keep people off' welfare. states: currently have wide latitude to detennine the scope 
of their EA programs, Recently states have realized that the definition of the program is so broad 
that it can fund almost any critical services to low income persons. Since the EA program has a 
federal match, states have rapidly begun shifting costs from programs which the states fund on 
their own such as foster care, family preservation, and homeless services into the matched EA 
program. States appear to be funding services that address long-term problems as weU as true 
emergency Issues, 

We propose to repeailhe current Emergency Assistance program and replace it with a Federal 
matching cap for each statels EA expenditures. The cap will be 3 percent of the state1s total 
AFDC benefit payments incurred during the previous fiscal year. The Federal match will continue 
at 50 percent up to the cap. Under the new capped program, states wlll also be given the 
flexibility to determine their own definition of emergency services. This will give the states 
flexibility to address various special emergency problems. We would use the FY93 expenditures 
(estimated at $386,9 million) since using FY94 (estimated at $558,9 million and rising) would 
encourage states to spend more this year to increase the baseline. There will be a hold harmless 
provision to protect the seven states that spent above the 3 percent cap in FY93 , 

Critics of this proposal point to the fact that much ofthe money is now going to programs such as 
child welfare and homeless relief. They also note that capping at the FY93 level may hurt states 
whose spending rose in FY94, 

Reform Dfthe Family Day Care Home Component of the Child Care Food Program, The Child 
Care Food Program provides food subsidies for children in two types of settings: child care 
centers and family day care homes. They are administered quite differently. The subsidies in 
centers are well targeted because they are means tested; USDA believes that over 90 percent of 
federal dollars support meals served to low income children. The family day ca'e part of the 
program i5 not wen targeted because it has no means test (due to the Jack of administrative ability 
oftbe providers); a USDA study estimates that 71 percent of federal dollars support meal, for 
children above 185 percent of the poverty linc. While the child care center funding levels have 
been growing at a modest rate, the family day care funding levels are growing rapidly (16.5 
percent between 1991 and 1992), 

The following approach better targets the family day care funding to low income children and 
creates minimal administrative requirements for providers: 

A. Family day care homes located in low-income areas (e,g., census tracts where a third or half of 
the children are below 200 percent of the poverty line) would continue to receive reimbursement 
for all meals as they do today, 

B, All other homes would have a choice. They could elect not to use a means-test~ if they elect 
thiS option, they would receive reimbursement but at a somewhat reduced rate ($1.27 per meal 
instead of$L52), though still much higher than lhe rate paid for most children in child care 
centers, (Meals served to children over 185 percent of poverty in centers are reimbursed at just 
$.31 per meal.) Alternatively, a family day care home could administer a simpHtied, tv.'o-part 



meamHest. Meals serve to children below 185 percent of the poverty line would be reimbursed at 
the hIgher rate. Meals served to children above 185 percent of the poverty line would be 
reimbursed at the reduced ~rice rate. 

Critics of thIs proposal will argue that it may hurt children because family day care programs may 
drop out of the program. Given the fact reimbursement falls only slightly, and only for homes in 
welt to do areas. this seems ratber unlikely, 

Tighten Sponsorship and Eligibility Rules for NQ!}:Citi~~I!.~, (n recent years. the number of non
citizens lawfully residing in who collect SSI has risen very dramatically. The Chart below shows 
that aliens rore from being 5% ofthe SSI aged caseload in 198210 being over 25% ofthe 
caseload in 1992. Since 1982 apllications for ssr from legal aliens as tripled, even though 
immigration rose by about 50% over tbe period. 

Most of these applicants enter the country sponsored by their relatives. Until this year, current 
law required that for 3 years, a portion oflhe sponsores income in excess of I IO'Vo ofpoveny be 
"deemed" as available to help support the legal alien should they need public assistance. Currently 
47% of aliens on SSI apply 1n their 4th year in the U,S, 

The House Republican welfare reform bill finances its reforms by denying all means tested benefits 
to noncitizens, Since undocumented immigrants arc already barred from collecting benefits 
(except emergency medical services), this proposal only affects legal immigrants who have not yet 
become citizens. Such a polley 15 extremely difficult to defend. Legal aliens are required to pay 
taxes and contribute in many ways. We believe the administration should categorically reject such 
a proposal. 

Nonethless, the question of how iong a sponsor's responsibilities should last for a relative they 
bring to this country is difficult Recently, the time was extended form 3 years to 5 years until 
J996 when it reverts to 3 years again, as a way of funding the VI e.xtension. The most modest 
proposal would be to extend the 5 year deeming proviston permanantly, One could argue that 
deeming should extend until the immigrant becomes a citizen. 

The proposal would set consistent deeming rules far non-citizens ae-fOSS fOUf Federal programs 
(SSt, AFDC. Medicaid, and Food Stamps), The proposal is based on long standing immigration 
polky that immigrants should not become public charges. Hm,levcr, it also ensures that truly 
needy sponsored immigrants will not be denied welfare benefits if they can establish that their 



sponsors are no longer able to support them. The policy would not affect refugees or asylees. 

There currently are a number ofdifferent categories of immigrants. The second element of this 
proposal establishes similar eligibility criteria for all categories of non-citizens under the four 
Federal programs. Currently, due to different eligibility criteria in statute, and litigation over how 
to interpret statutory language, the four Federal programs do not cover the same calegories of 
non-citizens. The Food Stamp program has the most restrictive definition ofwhich categories of 
non~citizens are eligible for benefits (Le.• the eligibility criteria encompass a fewer number ofINS 
statuses). SSJ and Medicaid have the most expansive definition ofwhich categories of non
citizens are eligible tor benefits. and the AFDC program taIls between these extremes. 

This proposal creates eligibility criteria in the SSJ, Medicaid, and AFDe programs that is similar 
to the criteria that currently exists in the Food Stamp program. The new list ofiNS statuses 
required for potential eligibility to the SSI. Medicaid. and AFDC programs would also be the 
same as those listed in the Health Security Act providing eligibility for the Health Security Card. 
This part of the proposal would result in savings in the SSI, AFDC, and ~Iedicaid programs. 

This proposal would affcct applications ailer date of enactment (i.e., it would grandfather current 
recipients as long as they remained continuously eligible for benefits), 

Tax Compliance Measures 
Deny EITC to nonresident ali~n.$.: Under current law, nonresident aliens may receive the EITe. 
Because nonresident taxpayers are not required to report their worldwide income, it is currently 
impossible for the IRS to detennine whether ineligible individuals (such as high income 
nonresident aliens) are claiming the EITe. The proposal would deny the EiTC to nonresident 
aliens complelely. We estimate that about 50.000 taxpayers: would be affected, mainly visiting 
foreign students and professors. The proposal would raise $133 million over 5 years. 

ElTe information reporting for DoD personnel. Under current law, families living overseas are 
ineligible for the ElTe. The first part of this proposal would extend the EITC to active military 
familles living overseas. To pay for this proposal. and to raise net revenues, the 000 would be 
required to report the nontaxable earned income paid to military personnel (both overseas and 
stateside) on Fonn Ww2. Such nontaxable earned income includes basic allowances for 
subsistence and quarters, Because current law provides that in determining earned incomefitr 
gl7t' purposes such nontaxable earned income must he taken into account, the additional 
information reporting woufd enhance compliance with the Ene rules. The combination ofthese 
two proposals, which together would raise $t62 million over 5 years, is supported by the DoD, 

Gambling compliance proposals, Current rules require withholding at a rate of28% on proceeds 
from a wagering transaction if the proceeds (amount received over amount wagered) exceed 
55,000 and are at least 300 times the amount wagered (i,e., odds of300: 1 or higher). For 
lotteries., sweepstakes, or wagering poots, proceeds from a wager ofover $5,000 are subject to 
withholding at a rate of 28% regardless of the odds. No withholding is imposed on winnings from 
keno, bingo, or slot machines. There are three components to this revenue raising proposals, as 



follows: 

(a) Increase withholding rate on gambling winnings in excess of$50.000, The first 
component of this proposal would increase the withholding rate on certain gambling 
winnings from 28% to 36%. The higher rate would apply only to winnings in excess of 
$50,000. In addition, it would apply to such winnings regardless of the odds. This is 
estimated to raise $516 million over 5 years. The increased revenues result from a 
speedup in collection of tax and enhanced compliance, 

(b) Withholding on gambling winnings, The second component of the proposal would 
impose withholding on gambling winnings of over $7,500 from keno. bingo, and slot 
machines regardtess of the odds, This is estimated to raise $248 million over 5 years. 

(c) ("formation reporting on gambling winnings. Currently, iniormation reporting is 
required on gambling winnings. in excess of $600 (except that in the case ofbingo and slot 
machines the threshold is $1,200: and $1,500 in the case of keno) but only if the payout is 
based on betting odds of300 to t, or higher, The proposal would extend the information 
reporting requirement to any winnings of $ J 0,000 or more regardless of the betting odds. 
This would raise $215 million over 5 years. 

Limit EITC to Single Filing.Males For Whom Patcrnty HU5 Been Established Policy still under 
development. 

Revenue Raising Measures 

Excise tax on revenues from gambling. Certain wagers authorized by State law are currently 
taxed at a rate 0[0.25%, and unauthorized wagers at a rate of2%. That tax is calculated as a 
percentage of the amount wagered. Only wagers with respect to sporting events or contests and 
pools and lotteries conducted for proHt arc subject to tax, The tax does not apply to drawings 
conducted by nonprofit organizations. games where winnings are determined in the presence ofaU 
persons placing wagers (such as 1able games. bingo, and keno), parimutuel betting licensed under 
State law, wagers made using coin~operated or token-operated devices, and State lotteries. The 
proposal would impose an excise tax of4% on gross revenues (wagers less winnings paid oul) 
from a11 gambling activities except State lotteries. This proposal would raise approximately $3.2 
billion over 5 years. 

Phase-out or reduce dependent care credit at high income levels. Under current law, a dependent 
care credit is allowed for a certain percentage ofexpenses incurred to enable the taxpayer to be 
gainfully employed. This credit is frequently used for child care expenses and, therefore. is 
sometimes referred to as the child care credit. The credit i!\ currently 30% of quali(ving expenses, 
phasing down to 20% beginning at $10,000 ofadju5ted gross income. The maximum amount of 
creditable expenses is $2.400 for households with one qualifying dependent and $4,800 for two 
qualifying depIlndents, resulting in a maximum credit tifS 1440 (i.e., 30"/' of$4,8(0), or $960 for 
those whose credit rate is 20%. Currently, after the phase.down to 2(¥}1., the credit is available 
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regardless of the taxpayer's income, Severa] alternatives have been considered in phasing out or 
reducing the credit. including the following three options· 

(a) Full phase~out for high~jncome taxpa\'crs, The proposal would begin to phase out the 
credit (i.e., remove the 20010 floor) for taxpayers \\'ith adjusted gross income of at least 
$90,000. Specifically, the credit would be reduced one percentage point for every $1,000 
of income in excess of$90,000. Thus, the credit would be fully phased out at $110,000. 
This option IS estimated to raise $781 million over 5 years. 

(b) Phase-down 1010% Qfcreditable expenses for taxpayers with $90,QOO to SIIQ,QQQ of 
income Under this option, the credit would be reduced by one-half ofa percentage point 
for every $1,000 of income in excess of$90,OOO. Thus, households with income of at 
least $110,000 would receive a credit of only 10% of cmploymcnt~related expenses. This 
option is estimated to ralse $384 million over 5 years, 

(c) l:h~.~~.:.down to 10"10 ofcfedilabJe ex;penses for taxpayers with $70,000 to $90,000 of 
income. This option is slmilar to the immediately preceding option except that the phase
down would begin with adjusted gross income of $70,000 (instead of $90,000). This 
option is estimated to raise $626 million over 5 years, 

BALANCING COSTS AND FINANCING 

If the 

The working group recognizes the need for cuts in existing low income entitlements to fund 
reform, Nonetheless, there was little enthusiasm for any of [he entitlement reforms proposed. 
The group thought It was particularly inappropriate to cut existing low income programs to fund 
child care for the working pOOL Thus one approach would be to use revenue measures for child 
care for the working poor. and entitlement reforms and tax compliance measures for other 
elements, 

Ifwe think of ways to finance child care, reductions in child care tax credits for upper income 
families and reforms in child care feeding seem like a very dose link One can add the gambling 
tax on the basis that new revenues should be used for this new initiative. Comparing these three 
sources one finds that the finances faU slightly short of covering the costs of working poor child 
care in the 5 year window, well short in the 10 year \-'lindow. Setting the gambling tax somewhat 
bigher would make the match somewhat closer. 

revenue raising measures to child care for the working poor. direct AFOC CU1S in the fOTlll of the 
130% rule to AFDC expansions through reinventing government, and OIher entitlement reforms 
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and tax compliance measures for the new transistional assistance program. 

Comparing revenue raising measures included here to the costs of working poor child care, one 
finds that the 
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MAJOR POLICY lSSUES 

The plan as described ~'yreflects tentative decisions on a 
number of relatively c~er.ial policy issues. This section 
identifies the key decisions and discusses alternative approaches. 
These issues can be considered in the context of two overriding 
questions: 

welfare as a way of 
o 	 Does notiOn! of "success II thatlife?"th~~p~l~a~n~~~~~~~~~

the plan assumes 	 with expectations for 
dramatic reform? 

o 	 Does the plan achieve an appropriate balance between 

responsibility and opportunity, and between high 

expec1:ations for parents and protection of children? 


In each of these area~~lternative policy decisions could be made 
that would shift the ~lance of the plan in one direction or the 
other. 

What is success? 

An important cpjllenge for the plan is to embody a definition of 
success that ~ects the several dimensions of Hending welfare as 
a way of life. It must also recognize the difficulty of the task, 
the constrained capacity of the system to achieve it~ and the need 
to protect vulnerable children and families. 

The plan assumes that success has several dimensions: 

o 	 Ending welfare as a way of life, by expecting everyone to 

work or prepare for work, changing the culture of the 

welfare system from an emphasis on income maintenance to 

an emphasis on work and the responsibilities of both 

parents, and imposing serious time limits. 


o 	 . Improving the well being of ~children and their 

families through increased earnings and child support t 


and providing protections for the most vulnerable 

children. . 1(:.. fL,. /.;,I,J.
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o 	 Achieving some caseload and cost reductions .,after a ~,.;c '- "

reasonable period for investment and implementation. ~~l~' 
doIg- .r 
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Key decision: phase in 

A key decision to be made about whether the plan fulfills its 
promise of transforming welfare has to do with the scale and speed 
of implementation of the reformed welfare system. Should we seek 
to bring everyone on the caseload into the new system quickly, or 
should we initially target new resources on sub-groups such as new 
applicants or young families? 

Immediate implementation of the new program would seve" y strain 
the ability of federal and state governments to impleme~ the new 
system succ:essfully. There is almost no disagreement that phasing
in is necel;sary. 

A phase-in strategy could start with new applicants, with selected 
states, with families with older children, or with young applicants 
and recipients. A focus on new applicants raises serious equity 
concerns between people who came onto welfare very young and those 
who managed to stay off for a longer period of time. A state by 
state strategy raises serious capacity issues at the state level 
and questions about whether we have achieved truly national reform. 
The primary arguments for a focus on families with older children 
have to do with parental care of children and the cost of day care, 
but such a focus raises questions about whether the culture of 
welfare can be changed if families can ~e~n welfare for several 
Years before they encounter the new sy:stem. .v ~~ ......u u...;.tfl...R.t._ ""--A.. __ ~~ tt... ~i..-.~ 1.... .fJ T tv",,"":>, 
A focus on young families, which the plan recommends, recognizes 
that it is the younger generation of actual and potential welfare 
recipients that are the source of greatest concern. They are also 
the group for which there is probably the greatest hope of making 
a profound change, and of sending the message that welfare can no 
longer be a way of life. Under this approach, we would devote 
energy and new resources to ending welfare for the next generation, 
rather than spreading efforts so thin that little real help is 
provided to anyone. 

Key decision; benefit supplements for part time and low wage work 

Everyone agrees that independence from welfare should be the goal
of the new system. But there may be situations in which welfare 
benefits to supplement work are desirable. Two related issues 
arise in thinking about work expectations, and about whether 
supplementary welfare benefits and exemptions from the time limit 
should be provided for workers. 

The first issue is under what conditions someone who is working can 
continue to._ receive supplementary welfare benefits outside the 
constraint of the two year time limit. The issue arises because 
even full-1~ime work at the minimum wage leaves a family below the 
income eligibility level for welfare in a few states. In about 
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half the states, half t work at the min~um wage leaves a family~ of three below the welfar eligibility l~~:s, Larger families are 
eli9ih1e in more states. Proponents of allowing-eont..inued benef::i:t 
.~eipt" £OE-WOrke:l'8 argue t~ne-who-is_working-s~l:d-b~ 
least as well off as someone who is-not-wo . . 9
welface, and that getting someone to work even part time is a big 
sucoess and should be rewarded. Opponents argue that continuin9 
~ as a work supplement for long periods of time is Gunter to 

nehlthe basic phi~oPhY of taRQ prOgram Wt, wc.'A,..c. • ,r/'J (%~ 

The Workin9 Group and Cabinet had difficult and somewhat 
inconolusive discussions of this WN'¥ &ljii6o&QuJ. issue. 
There was general agreement that supplementary welfare 
benef.its should be provided irrespective of the time 
limit for anyone working at least 30 hours. There was 
also general support for ~ state option to extend J~6
s~y benefits --t~p1H'-t-t--ime workers-who_ 4Dw;i 


~ed-at-lea8~ 20 hours. An alternative proposalJwas to :\ ,., 

Qxtend benef.1t~o 20 hour workers who had prerschool 

children. ' ''''r '" .C;;;s;:: wl,J...t.. I.J ,~
.....,..,.-0< 

A related issue arises around the number of hours of work that 
states would be required to provide through subsidized or community 
service jobs I and around whether supplemen~aJa _weltp.~e benefits 
should be paid if the p&~,ired hours/of worK,a~not~enerate pay 
at least as hi9h as the welfare benefits received by non-working 
welfare recipients in the state. Because of wide variations in 
state welfare benefit levels~ the number of hours of work at the 
minimum wage required to earn the equivale a e benefit 
level for a family of three ranqes from about 7 to about 47. For T,~~ 
larger families, work hours would have to r 0 reac the 
welfare benefit levels. It is obviously hard to structure a real 
job of eight or ten hours per week. At tbe other extreme, it is 
unreasonable to require more than the conventional definition of 
fUll~time work. When work hours fall short of the welfare benefit 
leve, it Seems reasonable to supplement the incomes of WORK 
program participants so that they are at least as high as those of 
welfare recipients who do not work. 

The general sense of the Working Group and the Cabinet on 

this issue is that states should not be permitted to 

define hours of work at so low a level that a significant

portion of inoome eames from benefit supplements. With 

this caveat, there was agreement on providing some state 

flexibility within the range of 15 to 30 hours of work 

per week. and for benefit supplementation to insure that 

participants in the WORK program were as well off as 

welfare recipients who did not work, 


The balance of responsibilities and protections 
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A second important challenge for the plan is to achieve an 
appropriate balance of responsibility and opportunity, and of 
expectations for parents and protection of children. The dilemma 

'~e~ because AFDC recipients are both workers and parents, and 
ecua5;)we are concerned about the well· being of children at the~;i ime we require work and work preparation by their parents. 

The balancing act has to take place in two arenas: that of time 
limits and work requirements; and that of parental responsibility 
and prevention. 

Key decisions: time limits and work regui~ents 
A number of key policy decisions on timettJrnits and work 
requirements affect the balance of responsibili nd protections. 
The most difficult decisions are around ensions to and 
exemptions from the time limit, around various means for 
discouraging long-term participation in the WORK program, and 
around protections for children when parents do not meet the 
requirements of the program. 

Extensions to and exemptions from the time limit. Should any 
groups of recipients have the time limit extended? Should any be 
exempted from the requirements of the time limit? 

The issue of extensions arises because some recipients, especially 
those with language difficulties, education deficits and no work 
experience, may not be able to appropriately prepare themselves for 
work in a t:wo year period. 

The Working Group and Cabinet generally agreed that a 
limited number of extensions for such purposes as 
completing a high school or job training program were 
appropria'te. They generally agreed that extensions 
should not routinely be granted for the purpose of 
completing a four year college program but that higher 
education combined with part time work was appropriate. 

The issue of exemptions from the time limit arises because not all 
recipients are able to work, even if they are not severely enough 
disabled to qualify for SSI. A second type of exemption issue· 
arises because requiring participation from mothers of infants or 
very young children may interfere with healthy child development 
and require substantial expenditures on infant day care. Under 
current law, over half the caseload, including mothers of children 
under three, is exempted from participation. 

The Working Group and Cabinet generally agreed that 
exemptionsli!uld be limited, and that participation in 
some acti s be expected even of those who are 
exempted. ey tentatively agreed that states should be 
permitted to exempt up to a fixed percentage of the 
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caseload for disabilities, care of a disabled child and 
other serious barriers to work. 

There was considerable discussion of the issue of whether 
exemptions for mothers of infants should be for one year 
(i.e., until the baby's first birthday) or for twelve 
weeks (Twelve weeks is the mandated leave time in the 
Parental Leave Act.) The plan currently assumes a one 
year exemption for infants who were not conceived on 
welfare and a twelve week exemption for those conceived 
on welfare. 

piscouraging extended participation in subsidized or community 
service work. The WORK program of subsidized and community service 
jobs is designed to be a short term supplement to unsubsidized work 
in the pri.vate sector, not a replacement for it. A number of 
steps, which are incorporated into the current plan, can be taken 
to ensure this: tI ~ 

~"'O~.,., ~ ... '11....~ 
Subsidized job shots would last ~or .a defined pet lad e£ 
~~ after which the person would again be expected to 
look. for unsubsidized work. 

Federal reimbursement to states could reflect the amount 
of time people were on the rolls, in order to provide the 
states with serious incentives to move people into 
employment. 

Refusal to accept a private sector job will result in 
termination of benefits. 

V<- "0,<11- ;J/'
An issue arises around what j.e- ellpecLed ...t'O be a small number of 
people who continue to be unable to find unsubsidized employment 
after placement in a job slot and private sector job search. Some 
argue that they should be placed in community service slots for as 
long as they need them. Others argue that this policy would lead 
to permanent guaranteed jobs that might be expensive and perceived 
as simply another welfare program. Instead, people who continue to 
be unable to find employment might return to a deferred status, 
might have their welfare benefits reduced or might be cut off 
entirely. 

There is general agreement that a serious reassessment 
should be done of everyone who comes to the end of one or 
two job placements without having found private sector 
work. Those found at that point to be unable to work 
would be returned to deferred status with full benefits. 
Those found to be able to work and unwilling to take an 
unsubt:lidized job would have assistance terminated. In 
situat:ions where jobs were not available for people who 
conscientiously played by the rules and tried to find 
work, assistance would be continued through another job 
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slot. a workfare assignment, or training linked with 

work. 


A second issue arises around whether the EITC should be available 
to WORK program participants. There was general agreement that 
denying the EITe to participants in subsidized jobs would provide 
a powerful incentive to move into unsubsidized work. ~Aece2L2Lll8!1!'e ~.-.d&S
.80..,8., 1\8\187.11, bo4i+J. about the administrative feasibility of C.C·~ 
this recommendation, and about its equity implications for workers G 
doing similar jobs. .,. 

Sanctions and protect~ons, If the welfare reform plan is to ~ 
be serious about ending welfare as a way of life and about chanqing-
the basic values and culture of the welfare system, it must embody ~ 

serious consequences for r;~tJ~~La~W::h:O~~d~O~"r~;W~~~~~:--:;'~~requirements ~ sanctions ~j
for adult from the grant for 
increasing periods sanction. It adds a severe f"",-...
sanc:tionrbenefit refusal to accept a private 
sector job. After the time , non-participation in the WORK 
program carries the same as for ordinary workers: wages 
are not paid for hours not worked. Notice and hearings protections 
are continued. In addition, the state must keep its end of the 
bargain: services must be provided. 

Families whose benefits are terminated for refusal to take a job or 
to participate in the work program continue to be eligible for food 
stamps and medical assistance. There is. however, the danger that 
in rare circumstances families will find themselves homeless or 
unable to care for their children. For these families, the shelter 
system and the child welfare system provide the safety net of last 
resort. If the welfare system is working properly, these failures 
will be extremely rare. Nonetheless, the fact that they may occur 
must be faced, since there is no apparent alternative if the system
is to be serious about expectations. 

Key decisions; parental responsibility and prexeDtiQD 

In the area of parental responsibility and prevention, the plan 
attempts to balance responsibility and opportunity for both mothers 
and fathers. Rather than simply focusing on the work obligstions 
of custodial parents t it proposes a strengthened approach to child 
support enforcement that makes clear to fathers as well as mothers 
that parenthood brings with it clear obligations, and that these 
obligations will be enforced with serious and predictable 
consequences. To complement its emphasis on child support 
obligations, it proposes a set of demonstrations focused on work 
opportunities and expectations for non-custodial parents. It also 
proposes a set of requirements on and services for minor and school 
age parents, and a comprehensive approach to teen pregnancy
prevention. Finally, it proposes to extend eligibility for 
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benefits to two-parent fwmi1ies, to remove the current bias in the 
system toward one-parent families. 

A number of the key policy decisions have to do with the relative 
priority to be given to various spending proposals; the section on 
costs and financing outlines the tradeoffs. In addition there are 
three other decisions that have philosophical as well as cost 
implications: the size and seope of child support assurance 
demonstrations; the living at home requirementi and the family cap 
option. 

Child §ypport asSUrance demonstrations. The proposed child 
support assurance demonstrations are controversial not only because 
of cost but also because of the idea itself. Child support 
assurance speaks to the circumstance when little or no money is 
collected from the nonoustodial parent, either because the system 
is ineffective or because the absent parent has very low earnings.
Child support assurance guarantees that single parents with a child 
support award in place cou~count on a minimum level of support 
which they could use to sup~nt their earninqs. Some see CSEA as 
a crucial way to -make work pay· snd to ease the transition from 
welfare to work for single parents. Opponents see it as close to 
simply being welfare by another name, that might also provide an 
incentive for fathers to escape their obligations. 

Liying at bQme regu,b;ements The plan proposes to require1 

minor mothers to live at home or with a responsible adult. Though
there is qeneral aqreement that very young mothers need care and 
supervision from adults# there are some questions about whether we 
can ensure adequate protections for minors in abusive or otherwise 
unsuitable homes. 

Eamily CliP option, The plan also proposes an option for 
states to adopt ·family caps- that limit benefit increases when 
additional children are conceived by parents already on AFDC. 
proponents of family ca"ps, some 'of whom believe they should be a 
requirement and not just a state option, arque that they reinforce 
a message of parental responsibility and help achieve equity 
between welfare recipients and working families. who do not receive 
a pay raise for additional children. Opponents of family caps 
argue that there is no evidence that they deter births, and that 
they deny benefits to needy childrn. In addition. opponents argue 
that the average value of the benefit increase is not much greater 
than the value of the tax deduction and the EITC increase for a 
working family that has an additional child. 
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1. Deft? BXTe to nqprssi4ent a1ien§. Under current, law r 

nonr....ident aliens may receive the E:tTC. Because 
nonr....ident taxpayers are not required to report their 
worldwide' income, it is =Gntly iml10ssible for the IRS to 
detenrlne whether ineligible individuals (such as high 
income nonresident allens) are claiming the llITC;' Tlia 
proposal would deny the EITe to nonresident aliens . 
completely. We estimate that about 50,000 taxpayers would 
be affected, mainly Visiting foreign students and 
prof........rs.. The prop"""l would raise $133 IidUial> over J'i 
years. 

:2.. llIa:o i::p.fO:rm~tio1A rAAort1.nq tor DOP peri0ut1.. under current 
law, famili"" living OVer""a" are ineligible for the En'c. 
The first part of this proposal would extend the EITC to. 
active military tamil!"" living overseas. To pay for this 
proposal, and to raise net revenues, the DoD would be 
required to report the nontaxable earned income paid to 
military personnel (both OVerseas and stateside) on For'lllS' 
W-2. Such nontaxable earned income includes basic 
allowances for subsisken~e and quarters~ Bec~use ourrent 
law provides that in determining- earned income for ~T~ 
m&rPoses such nontaxable earned incOlIle. must be taken into 
a.ccount, the additiona.l information 1:eportinq would enhance 
compUanca with the EITC rules, The combination o~ these 
two proposals, whiCh together would raise $1.6Z mi~lion over 
5 years, is supported by the 000. . 

3. Gamb1inq compLiance PrQposals~ CUrrent ruLes requirQ 
withholding at a. rata of 28\ on proceeds from a wagering 
transaction i.f the proceeds (amount race!ved 'over amount·, 
wag..red) exceed $5,000 and are at least 300 tiJnes the amount 
wagered (i..e., odds of 300:1 or higher), .For lotteries, 
sweepstakes, or wagering pools, proceeds from a waqar ot 
over $5,000 are sUDject to withholding at a rate o~ 28% 
regardless of the odds. No wi~lding is iJnposed on 
winning-50 from keno, bin9'o, or alot machines" There are 
three components to ~s re~enue raising proposal, as 
follmrs: 

(a) lncEease withholding rate on gambling winning; in 
!!,?;Ices;! Qf $5Q,000. The first component of this proposal 
would increase the withholding rate· on certain gambling . 
winnings from 28~ to 36%, The higher rate would apply only 
to winnings in excess of $50,000, In addition, it would 
apply to such winnings regard.less ot the. odds. 
estimated to raise $51.f:i mi.llion ovar 5 years. 

This is . 
The increased 

revenues result 'tram 
enhanced compliance. 

a speedup in col.lec:tion of tax and 
' 

(b) ~ldlng on gnmhling w1nuinqsa The second. component 
of the. proposal would impose withholding on gambling 
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winnings of over $7,500 from keno I bing'O t and slot machinas 
rega>:dles.. of the odds. This is estimated-to raise $248 
million over S years. 

(0) ;&IIfQPlli'!tism r§)ort;\ng; Oil gaml>ling: ldnnj.!lgs. CUrrently, 
infonnation reporting is required on gmtLbli.ng winnings in" 
excess of ~600 (except that in the case of bingo and slot 
machines the threshold is $1.,200; and ,$1,500 in the case of 
keno) but only if the payout is based on betting odds of 300 
to 1, or hi9her. The proposal would "lCtend the information" 
reportin9 requir....ent to any winnin9s of $10,000 or lIlor" 
rega>:dless of the betting odds. This would raise $a15 
IIIil.lion over 5 years. 

". 	 pcb.. tax en ;eV'IlIJIlUI ""'" gam!>lW. Certain "agar"
authoriZed by state law are currently taxed at a rate of 
0.25%, and unauthorbad wagers at a rate of 2%. The tax is 
calculated as a percentaqe of the stnQUnt wagered.. on~y 
wagers with respect to sporting events or conte.sts and pool,s"" 
and lotteries conducted for profit are SUbject to tax. The 
tax does not apply to drawings conducted by nonprofit 
orqanizations, qames where winninqs are determined in tha 
presence ot a.ll persons placing wagers (suc;h as tabla games, 
bingo, and keno), parinutuel betting l~oensed IiMer state 
J.aw, wagers mad.. 119in<] coin-operated or token-operated 
devices, and state lotteries. The proposal would impose an 
excise tax of 4% on gross re¥auues (wag-era less winnings 
paid out) from all gambling activitles QXCept state 
lotteries. This proposal would raise approximate1y $3.2 
bi11ion over 5 ye~s~ 

5.. 	 Phajte-cut 0: reQuce 4tmep.4ent care credit at: high ineom'q' 
~eyela. under current law, a dependent Oare credit 15 
allowed, for a certain perCGntage of·expenses incurred to 
enable the taxpayer to be gainfully employed. Th1" credit 
is frequently used for child care eXPenses and, thereforE>, 
is sOlIletiJnes referred to as the child care cradit. The 
oredit is currently 30% of 'l)lalifyin9 expenSes, phasing down 
to 20'11 beqinning at $10,000 of adjustad gross incoma. 'The 
mmc:imum. amount of creditable expenses is $2,400 for . 
households with one 'l)laUfying dependent and $4; 800 for two 
qualifying depend<mts, resulting in a maxiJnUm =adit of 
$1440 (i.e., 30i of $4,800), or $960 for those whose credit 
rate is 20%. C'Urrentl.y, after the phasn-down to 20' J the 
credit is available- :regardless of tho taxpa.yer' s inc:01ne~ . 
Several alternatives have been considered' in phasing out or 
reducinq the credit, including the followin9 three options: 

(nl Full p\!Alle-oJlJ; !9t: hig!J.-~nC9!P." tu,,,.verS. Th", proposal' 
would begin to phase out the credit (i.e., remove the 20% 
floor) for taxpayers with adjusted gross income of at least 
$90,000. specifically, the credit woUld ba reduced one 
percenta~e point for avary $1,000 of income in 'excess of 
$90,000. Thus, the credit would be fully phased out· at 
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$110,000. This option is estimated to raise $781 mi11ion 
over 5 years. 

(») fhase down to lOt-Qf creditable expenses for taxpayers;
with $90,000 to $l~O/OOO of income. Orider this oPtion, the 
credit would be reduced by one-half of a percentage point 
fo,t' every $1,000 of income in excess of $90,000.. ~hus, 
households with income ot at least $11·0,000 would receive·a 
credit of only 1.0% .of employment-re1.ated expenses. This 
option is estimated to raise $384 ~i~~ion·over 5 years~ 

ee) Pbase-4own to lOt Qf creditable expenses for taxpayers_:. 
nth $70.090 to $'0. 000 of income. This option is Simil."" 
to the immediately preceding option except that the phase
down would beqin with adjusted gross income of $70,000 
(instead of $90,000). This option is estbnated to raise 
$626 ~lioD over 5 years. 
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call t the child suppo 

• 

The Working Group has largely co I.ted its work on a plan 19ned to "end welfare" and 
create a system which reinforce 'ork. responsibility, fami ,and opportunity. Our goal has been 
to design a system which rew ds work and provides 0 rtunity, and expects responsible 
behavior in return, For m ' in the working group, many site visits, focus groups, and p 
bearings was a radicalii experience. The dept f frustration with we1fare. and the extJ 

which the current sys humiliates. isolates, a stigmatizes while discouraging work a 
encouraging depcn ncy is profound. 

"th the current syste IS captured by numerous anecdotes. If 

::Jf 10 years d never once did ne ask me what help C::d I need to get 0 y feet." "Welfure 
was mea 0 be a bridge, but t e are millions ofpeople Ii\t;ng on that b· e," "They told me I 
couldn' et help for my sov y ill child unless my husband and I split ," 'I know where my 
ex-hu and lives, where h orks, even what kind of car he drives, b stiD can't get the state to 

e owes me," ''Why should I work? I'm ter off on welfare," 

animity in the Administration on the nee r change and for the basic 
in the reform plan presented here. 

..AI e i ;s 9!1 'Ii '" 

__~fip".",... ' .;',~~~~~-::"'_0Ii" r---d....... "P' e propose a ~ steps ~:re e 

princi should have me a parent u ' Ht'Or she is in a pos' , 0 nurture and 

pr e for 8ving childr themselves and' children. The effort 


ould' ude: 


o Pr4...-\t..W\ .....~..:1....~......\~ t ...... ,..''l........ "'",I., ..... .t.-,..... "' S ", J ,tI' .4ooJ.1-;: 

• A national M9bMiillHi8" Ny. youiA 8p~Ai;' IA'flaip"?A£iiijilY 8f_Phesaa" b~r yt.ayt~ II.. ~",,~~,,~

..J l.,.lrzwipa o~ ~J segm7nt~ of~society and all pmts oftl;t govemment.. uritb OliiB'!IIe1e; ..... t~: 
a"4 a Pt'lb~iUptJvatc iliShl~[:~lial Sduetdlt't, _ . A i ::'As, 

~ ~~~~~t', ~ti R~",!,Il!lt~"I~~J c:=ttems 1U~~SC..~:..~1I "8~h:/,:e: ~~" :1:: JIII1 
~fte!" tete&iii .. liat .taUS WVI~-;- t \ ,..'"'1ar-::' __ .. 5""1 ce_.L -L 

c " 1"1. 'I I ' ---"'~Pr"'" ..... - .....~.." c.'puaSIOIIS iU iESpbiiS De fanhY p aUUllIgf .. ~.....", ~ '"' ~ "P .. ~~lJl 
" ChuHges ill wdfw C I Hies, !e th~"!: '! eMit! tltz.es liotlbc~qJne a hay to eooerue .to, I .., • 

,....•• 1 o"" ",i... ""-"'" (:.... ..u._ ~.....i·ot..... ~.:(ti..... \-1 ...~••,-, 
• y ...... CoM.~'-' , .. w. L. I''.- - 'C •.._ - CSI' d" W'J. ,..,...,..'U... W4 ~. 

UfO Also propelse a taehu Shoep:s,! 3d ofellditges in child sapP@iNIlf81'.lIIt".Rt@,sigRid*811" 
11iC elM' iliwsage, ifjOd p3!ellt a child JOU, will be held t€spbiisible. ,.hls eftbj t wottM hwluee.. 

o cJ..1' s.pp..+ ~..(,;--.t-
~ Universal paternity establishment, preferably in the hospital 'Mie ptm! tUdaBStrict 

penalties for women seeking .-\FDe who do not coopera,e in identifYing and finding the 
father. Serious financial inciives to slates who do not establish paternity once the mother 
has cooperated,~'-l '.. • ~~\.. - ....I ·.'1£9 s..II ....iB.uCJiifdsupport registr; aaJ:.:u:::A. MtehllftisIIi!.t> flu tb?t WB BIA track: 
payments and take prompt action when money is 77FU111 ••s. '-'.• p.J.

I A national registry of child support awards and a national registry of new hires based on _ 
W-4 reporting so that delinquent noncustodial parents can be tracked quickly and easily ....,.,••4, ',tilt, 

mailto:sapP@iNIlf81'.lIIt".Rt@,sigRid*811
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wgmdtess Ufil'4liCft Iho) diG_ 

Regular updating ofawards. 

Numerous new measures lQ penalize/those who refuse to pay--from Ii/cense suspension 

to IRS enforcement. . I. ft.n,....... 

A new program ofl6Jri2;::{wor~for men~o owe child support and fuji to pay. 

Demonstrations ofparenting and access programs and child support assurance. 


Child cam for the working poor .•emilitb, csljf.iallj #,saJ21:n,u''''a:k
""""""c:..;.. unless they have access 10 ~~Idcare....... .1 ... 

_",cofthe greatest perversities 0 t e current system IS l at people on welfare often hayC hlg e 
incomes, far better health prortion, a.nd e~ access 10 child care than working poor 
families. r-"

Rel!late Welfare with Transitional Assistante Followed b~' Work 
nne focus of the wcnare system mUSl De cnangea trom a system focussed chu;:tly on wmmg 
checks and verifying circumstance to one geared toward helping people move rapidly to work. ~ 
g-iR!! o. "'ill eo •••Bje. ,lie.. The ,Ely cUlIdle of wellll,e offici", "III have to eiMigt flom oae; ,J.~ 

The Family Suppon A~t utTered the first clear vision tor converting welfare into aQt~~ti~nal ~. I 
system But the '.'Ision was not realized In oart ~1 WII due to insufficient resources~~..... ~~ill I~ 

/IWIt oa:'" ~~I' .. .....~ 
t)'pisa1!!' FSIA.iA8 axleA, goal. Ilot a SCI iObS cJtpeetatio;; of ,bOilS U'RIil "8" 8' atiAliAh:tar 199 "d f %8 

ifj'ftteM. TMt8 tho PWfkJsat tomahls SeVEI!:I1 et bCIa! demellt$, 

III 


a A refonned JOBS program. TL 

~e..~~h_jffl'_i.~'nfio;l. ['('jOile has SOlnetlthfB Ed co11t11bute and evaYOIie oUght to 
:: ':CCi~~' wiI,II.8 hell' thCl1ISelfES aud metr cofuMUhliy from day titte.
"'~~ .............". A clear focus Oil el11l'/oynli!flr, Too many programs seem to wony little~about ... 
~ ..-foit(.'~ whether people actually gel jobs and keep them a..1~ ", ... lv-< '" ,....h\.. ~o ..,.~ 
.....cw..;. ~ UWt and if1legralio/H ."ith mains/ream edUcaliol1 and Iraining opportunities, .,...,. .. ..!Ci" 
t..J~~. ~............ ~elnue I€cipie~should not have a separate system~ught to be integrated ,~. , ' 
~.~ ...~ t4 wi1h~new and exisling programs in the community, Iv """,tc;..,. n.::,... ......... ,.,..... tl".....f-. ~. Emphasis on worker .'wpport allct! a person is ploCf!d The most effective 

osJ:. ",-,..L f.;.. " , programs do more than try to place people in a job, they offer help to ensure the 

""'" "'-"'I~ t.J.~~1~.td....~"",,'-'to . 



person keeps the job. 	 .. 

~"'-I 

;::==~:Ei:==?:2:~;~\a 
::;:=~~: J ;;;'"::~~~atJIl1t9, ~:;,=~=:es1~hllt M!Ij<, ~.uoc 

o 

:::~::.GWm;:k would A::::::;be; d : = ~t:_ cUi.UrJ ~U 
Extensions would be granted in a limited number of cases such as those needing time to \ ~:..LL 
co:nPI~gh schooif, or persons who need more time because of language barriers. s-.a.~t;:1 

• 0 "ft;!>rar<i) 	 .. ,. tktt........~ 
o 	 '\\'ORK program"Jif tAED "tAe Mililot find ¢f6!k nAtl (hey leach theh hine llil~ 

[nstead of welfare, states would be expected to provide temporary jobs for those who 
ha\"e exhausted their tim<Qimit. Key elements wwW include: 

w~r WageSjjf6l Workfare, States would be expected to place persons in 
su t d jobs which pay a paychecf' Recipients would have the dignity and 
responsibility that comes from ~"IfIl, fI> ' 
Flexible, community based program, Money which would have bee~ent on ,...,.;c.:t•.., 
welfare and an additional amount for administration would be use'\l>~~?e people in 
subsirided private jobs, with local community organizations. or in public service 
employment. The program will have close links to the local community. 
Su'oug private sector emphasis. The strong emphsis win be on placing people in 
subsidized private sector placements, with an emphasis on placements that win 
lead to unsubsidized work. 
Non-displacing jobs, These jobs will be designed to .void displacing existing 
workers.· ".•••L )cic ••. I,);f'''~I'''' "'-r ..1'....... 1~ 

AilJIU;p'(l wecoauiswf Ie .p stqys in the WORK program..;tltm {, These include 
limits on the duration of anyone placement, frequent jo¥search requirements., no 
EITe for those in subsidized work slots. and a comprehensive reassessment for 
people after two placements. 
Special mles for places with high uuemployme11l. Places witb very high 
unemployment ~ be granted special exempIioq§ and addooled filJMci:'lUI'f.i'lo II 

,..., 	 D,,/I_CAjIt _.....,\ _ ~'" 

.;+ihe IIC" IlIcssage of the ayst8M fitu~wlli I;:e ,*A:llfftfti~&t!t!t The gOlrl aJll1 ekpectanon IS woft irid ~.l....~ 
disrti": calbae "baR "'epSMeRey "Ad bllmj1iatjQQ C~Q... 
Reinventing Government Assistance ... 

The mtes and administration of public assista s about core d 

val~es. Part .':'flhe problem is the eligibi' rules themselves. The rules d' minate against ~~~r~ 


_---twoParent families, diScouage w , prevent savings; Another p e problem is that the ~uf.l 
athen differ between progr uch as Food Stamps and AFDC. 'Cl'.-( 'j 

The Federal oversight performance standards focus lrely on process, mostly looking for rtt':"
detailed paper veri tion of information on the fa ; and financial status of recipients. Finally, 

The sumtoo little use of new techno Ical systems to reduce waste and fraud: 
ere the culture is based on paper verificiation ofoften 



e proposals here are designed to begin the difficult 

o Correcting a e igibility rules. It is wIng that virtually all of these are 
~_!( freque arts of state walii'v:e!r~re~...!!\l"l'f(rom Reptlb:ican as wen as Democratic governors. 


(l;;J e include: ...
. 
End ntles which dLw.:riminale agams! fwo-parent families. The 100 hour rule and 
quarters ofwork ntle which apply only to l\VO-parent families would be repealed. 
Allow/amities to OIt'lI a reliable aulotnobl/e Current rules prevent those on 
AFDC from owl1ing a car with an equity value of more than $1.500. Wer8& .Nt 
fqpd vamps hat diiUF8MI Nt.,,, ftiid diftlb C.iL aCC66hting pi eeeetiuP'CI8f 
Allow slates to reward work. Current law requires slate~ce benefits by $1 
for each $1 earned. The proposal would give states the ~to reward work. 
Allow families fa accumulate sawngs. The proposal would allow families to set up 
Individual Development Accounts which could be used for specific purposes r:1u...1 IJ" .,.. 
vvithout losing eligibility, ..~ ·s:'.!!i~ 

o Simplitying eligibility and cool'dina· conforming AfDe ood Stamp eligibility and 
rules, This. would end mOS1 e often ludicrous iegul ry and statutory differences in 

Inlstrative rules betwee 

petfomance measures, \ propose to move away from the current 
"quality ral"" measures which meas paper verticiation to a system geared towards 
stat ectiveness in ffi0\1ng p,eopl . to work and keeping them in those jobs, 

o 	 Signific8.t\t expansions in the use of technology and tracking systems to ensure 
accounta~ity, efficiency and fraud reduction. Among the advancements would be: 

A nationwide public ass/sIGnee clearinghouse which tracks peopJe whenever alld 
whereever Ihe)! lise weJfim!. Such a system is essential for keeping the clock in a 
time~limited welfare system. Persons will not be able to escape their 
responsibilities by moving or by trying to collect benefits in two jurisdictions 
sln1u!tanteously. 
Slalf: tracking systems which jollo"lpeoplt! in the JOBS and WORK programs. 
These systems will ensure that people are getting access to what they deserve and 
that they are being held accountable if they are failing to meet their obligations. 
Each state will be expected to develop a tracking system which indicates whether 
people are recel\ing and participating in the training and placement services they------< -- are expected to, 
Stale R fi.· ies Clnd Federal child .'iii )POrl clearinghouses As descri ve, 
tee will g th cust' parents meet 
th . 



periencethata 

The proposal develop re is extremely bold, It calls fi fundimenlal transfonnation of the 

ort system" It calls for chan' the groundrules for government and I 


income families ore will be expected ofeve e. The danger of such a powerful ide th3.t 

old, that expectations witl b Ised too high. Bureacratic systems t ve been 


in plac rOver 60 years cannot chan vemight. Recipients who have Ie to survive under 

one gime will not adjust instant another. The danger oftl)1ng to do much 100 fast is 


f we will overwhelm the s em, Based on our conversations with states, it is abundantly 
all these changes ovemighc Doing so uJd lead to too tittle 


emphasis on place , education. and trrutting services. me . that a massive number of 

persons would . the two year time limit and force states t reate a major new WORK program 

with very Ii time, One of the biggest lessons ofeET was that massive expansion in a very 

short t' lead to mismanagment and failure. 


l:IUI8 ;;e hII'lL sougia to set IUlllstic thac.alsles MId phesc·i!ss fst Me" element In tile platl. The 

Rami'! djfiim,1t Q1 !CSiii'R in It"" to phasccin mid lMgd die piOglWI.uf tlwai3tieMl lliSiiiUA"i 


fello nCd bJ "01 k. "ht Issoes :;U1iOWldhlg vru Ious chulas me discu!88d in the wwmpanrmS 

~ei. The IiM3jklhg Gllt'tt(> (sliMe te Nitti SA )'iM1A8 people persons hom after 1921 (under 2~ 


ill 199~.~ Starting with that cohort of people, the system win be transformed. Anyone born aftet" 

1971 who is on welfare today and anyone born after 1971 who enterS it subsequently will face 

new opportunities and responsibilities. "tis gJ wrs em.sistitues 'miglAy WfC thh d e:ftherel't!MIilfw' 

iuitirtll)l By the year 2004, ~ will represent over 60% of the projected casetoad, as older 

cohorts leave and new person born after 1971 enter. States wanting to move faster would have 

the option of doing so. fLl' M 

Table 1 indicates the number of persons in various parts of the program by year assuming this 

phase in. Note that because the states will need up to tWQJEU"S to pass legislatjon and jrnp~ 

their systems. the program would not begin fully until ~996, Thus FYI997 is the firs!"!rn'i' 

year of implementation, The initial JOBS program starts Ujl rapidly and grows somewhat over t"') 


time as more and more people are phased in_ The WORK (1rogram grows over time starting withOJttlJll/f'{ 

roughly 140,000 jobs in the first year when people begin to hit 'he limit (FYI 999) rising to -~ 


roughly 500.000 by FY 2004 ,,-.. It""'..:.. ......W 
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Projected Welfare and Work Status for Persons Barter 1971 
Who Wouid Have Been on Welfare \Vilhou 

I 
,, mandatory educatIOn and 

• 

, 
, FY 2004 -- Without Reform FY 2004 -- With Reform , 

OfflVelfare 0 22% i
,-" 

Working with Subsidy 8% 25% ! 
, I 

In ~landatory Education, 150/0 26% , 

Training., or PIru::ement , I 
I 

, 
, 
, 

Not working nor in 77~~ 
, 

27"1. , 
, 

i " , trrurung, 

ITOTAL 100% 100% 


~~ ...\i.~ ,;.nl-. 
Thus we will go from a situation wher~f the persons are collecting welfare an¥either 
working nor in trainingtO a situation \~/4s are either offwe1fare, working with a subsidy, or 
in time~limited tmining. Only those unable to work are outside the time limits~Atd even these 
persons will have greater expectations and opportunities under the proposed system. <Pei
pWiicipatibh lil€aJiS doot e.ctJOhG lias 56hiethillg to eOlllltettts. 

.' 

QpPOAOMS will tr, te !1ttt;gtst [11M this plan is 'Wi bold because urifte pate of the punS\! Ih. Oil· 
~e cggtpq'; lbe iA8fI~S eontcluplatcd IICiC me cxceptiViarllj Mnbi[ioa!J. 

C TS AND FINANCING 

are naturall depend on policy 1510n5. The wo . ng group has 
sus an which can s rYe as the sta . g point for discussio The combined 

co of each major eI ment oft elf are reform plan are sh \\'Jl below. In 
eacbcasew sho one year costs for Y 19 , ve-year costs for FY 1995-1 dtenyear 
COSIS for F t9 -2004. 
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Costs or\VorkingGroup onsensus Welfare Reform Proposal 

F 1999 Five Years Ten Years 
FY 1995-FYI999 FYI995·FY2004 : 

Prevention, Parental Responsibility, 
Child Support Enforcement 

: 
I 

.19 -0.14 -4.17 

Make Work Pay--Child Care for the 
: Working Poor 

I 200 5.00 16.27 

Transitional Assistance Followed By 
Work 

3. 2 8.57 27.72 

Reinventing Government Assistance O. 4 4.78 12.4 

Total State and Federal 6.4 18.21 52.22 

Less 10% state contribution ·o.~ -1.82 ·5.22 

Total Federal 5.81 16.39 47.00 

The specific sub elements are shown in detail in the ppendix tables. The costs could be reduced 
by • variety ofpolicy changes. We believe the only art of the program which really cannot be 
reduced and stitt meet your commitments to do sen 5 and comprehensive welfare reform is 
transitional assistance followed by work. Given the flISetting already present in our proposal, we 
are already under some attack for not going far cnou ~ fast enough. We also see few options for 
additional savings in the Prevention and Parentru Res nsibility section. Thus the major options 
involve child care for the working poor and reinventin government assistance. In addition. we 
propose a number of demonstrations. These could be ca.1ed back. 

The table below shows the costs ofparticular elements et of state contributions, Virtually every 
element in the table has strong support from the Worki Group. Moreover, there was no 
concensus on which elements should be cut first. Nc·net ~ess we have developed several 
alternative packages which cost less: 

-B~s_e ProposaL-' 
Base Proposal 

Option A: 
Base proposal without 
reinvention except two~ 
parent provisions I 

5.8l 16.39 47.00 



• 
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Components in Base racl<a\ Wbicb Could be Reduced (Federal Costs Nelor Slale) 

, 
, 

, 

Ten Years !,\Y 1999 
, 

Five Years, , 

, FY 1995-FYI999 FY 1995-FY2004 ' 

Base Proposal , 5.81 16.39 47.00 
Total Federal 

Support r Working Poor Families 

Working Poor Cbild Care 1. 0 4.50 14.63 
, 

Reinventing Gov llment Assistance Reductions , 

Continue Existing Two OA L08 3A6 
Parent Provisions 
-~ -
Continue Existing OJO Ll2 2.77 
Automobile Rules 

, Deny State Flexibility on 
i Work Incentives 

0.19 0.64 1.50 , 

Maintain Current Payments 0.14 0.63 US , 

to Territories· I 
Maintain Differential I.' 
Accounting for AFDC and -.25 -.95 -.23 , 

Food Slamps I , 
Total Reinvention , 

Demonstratio s 

Prevention Grants 0.03 0.10 0.24 I 

Work and Training for 0.20 0,43 1.97 I. 
Noncustodial Parents . . 
Access and Parenting 0.03 0.14 0.29 

Child Support Assurance . 0.25 055 1.50 

Microenterprise and 
Subsidized IDA .10 0 .70 

Total Demonstrations I 0.61 \ 
\ 



PRELIMINARY DRAFT 

~~. . 
FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPOSAL (cont)

FOR ELEMEt'.'TS OF A WELFARE RHORM PROPOSAL 
(By fiscal year, in millions of dollars) 

1995 1996 1997 1998 1999 
5 Year 

Federal 
5 Year 

Total 

TRANSITIONAL ASSISTANCE FOLLOWED IlY WORK 1.~·2·Q 

Additional JOIlS Spending 
WORK Operations
Work Exp:enses and E"5foloyer FICA 
Additional Child Care pendijii for JOBS 
ChUd Care S~endint: for WO 
Transitional hild are 
Child and Adult Caee Feeding Program (all child care) 

0 
0 
0 
0 
0 
0 
0 

415 
0 
0 

345 
0 
0 

25 

645 
0 
0 

515 
0 

65 
40 

765 
105 
50 

625 
75 
90 
65 

790 
435 
185 
655 
295 
125 
110 

tm~ 
2,140 

370 
280 
240 

3,340 
775 
420 

2,570 
530 
265 
240 

Non~Custodilll Parent JOBS/wORK
Enhanced Teen Case Management
ADP FederaJ and State Svstems 
Enhanced Administrative Efficiency 

0 
0 

40 
0 

10 
60 
65 
0 

25 
75 

105 
(25) 

40 
90 

200 
(120) 

55 
95 

255 
(125) 

<j> 
(270) 

125 
470 
830 

(430) 

Caseload Reduction and Sanctions 
Medicaid Savings
EITC Outlavs 

SUBtOTAL, TRANSmONAL ASSISTANCE 

0 
0 
0 

40 

0 
0 
0 

920 

!~l 
25 

1,325 

~235l235 
70 

1,585 

f325J450 
100 

2,200 

f~~J 
195 

6,070 

fH&'ll 
'195 

6,850 

IMPROVING GOVERNMENT ASSISTANCE (IGA) 

Remove Two Parent (UP) Restrictions 0 0 155 295 350 @) 1,430 

IDAlMicroentcrprL'ie Demonstrations 
Genera)!y Conform Rc<>ouree Limit and Exclusion 

Rules to those of Food Stam~ 
[n{'.rease by 25% Territories' aps and 
A~USl for Inflation 

All Ihers 
SUBTOTAL IGA 

Tribal TAP ~JOllSIWORKiAt.Ri~ 
Researclt an Evalualion TAP (J tAR)
Adjustment for first year implementation 

0 

0 

0 

{!8l 
0 
0 
0 

0 

0 

0 
0 
0 

40 
40 

(300) 

15 

85 

30gg) 
50 

,50 
0 

25 

135 

30 
JIO)75 

55 
55 
0 

30 

200 

30tJiJ) 
70 
35 
0 

70 

420 

90 
(80) 

1,300 

215 

@ 

70 

800 

90 
~~) 
215 
180 

(300) 

,I 

GRANDTOTAL 110 1,090 2,515 2,820 3,855 16,385 £0,776 

Note 1: 	 Parentheses denote savings. 
Note 2: 	 Fhe Year Federal estimates: represent the fo~ing $wte match ratts: serrkes at 66'% UOBS ll1atch+4) in 1996 and 1997. at 6$% in 1998. aod at 70% in 1999; 

benefits at ClJrrent match n(es; child support is matcbed at eatts spedfied in tbe bypothrtkal plaD; comprehensive demonstration grants j 

t~age pretention gtanu and IDA aod mtcroenterpri.se demottStration grants Are matched at ,100%; and aU other d~moll!tration.s are nllltthed at 90%. 

http:mtcroenterpri.se


PRELlMINARY.DRAFI' , 
FEDERAL COST ESTIMATF.5 OF ADMINISTRATION'S WELFARE REFORM PROPOSAL 

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 
(By usal year. in millions of dollars) 

1995 1996 1997 1998 1999 
5 Year 

FederaJ 
S Year 

Total 

PARENTAL RESPONSIBILlTY 

Minor Mothers 
No Additional Benefits for Additional Children 
Teenage Parent Edut.:a:tional Attainment 
Comprehensive Demonstration Grams: 
Teenage Pr~nancy Prevention Grants 
Access and Isitahon Grants 

0 
0 
0 

20 
20 
5 

a~ 
20 
40 
5 

i~l 
5 

20 
60 
to 

~igl
5 

20 
80 
10 

ml 
5 

20 
100 
to 

(85)
(120

20 
100 
300 
40 

iJ3°l390 
20 

100 
300 
40 

Child Support Assurance Demoft.litrations 0 0 25 50 65 140 155 

Child Siil:port Enrorcement 
Net E eel of Child Support Proposal 
Computer Costs . 
NET 

SUBTOTAL, PARENTAL RF.5PONSIBILITY 

50 
14 
64 

109 

117 
43 

160 
200 

194 
60 

254 
329 

(215)
59 

<\m 
(288) 

51 

a~l 

(142)
227 

85 
480 

(1,129) 
253 

f876l781 

MAKING WORK PAY 

At-Risk ChUd Care Expenditures 0 190 275 445 ® [!]J1,675 2,150 

State Flexibility on Earned Income and 
Child ~lffit Disr'il\arc"

S TAL,' AKlNG WORK PAY 
0 
0 

0 
190 

220 
495 

255 
700 

290 
1,055 2~ 1,530 

3,680 

Note 1: Parentheses denote sovings. 
Note 2: 	 Five Year Fcdend estimates r-epres.ent the (ollo",;ng state match rates: services at 66% (JOBS lUSItclt+4) in 1996 and 1997, tit 68% in 1998, and at 70% in 1999; 

benefIU It current mJlteh rates; child support is ma~hfll at rate\. sll't'IC:uied in the hypotbwcal plan; compreht'Jl.~h'e demonstration granl~, 
teenage prevention grants .nd IIJA and mkroenterprtse dertUlnstration grants are lUSItched at 100%; an4 all other d-emonst.atl:ons are matched tit 90%. 



June 7, 1994 

Supporting material!; for welfare reform.cost-estimates 

1, Year-by-year, section-by-section gross costs (and savings) for each of AFDC, 
Medicaid, the Food Stamp Program, and. as appropriate, EITC, (So far, we 
have received HHS estimates at this level of detail only for the child support 
title, A program-by-program break-out of cost avoidance estimates has not 
been received yet. But resolution of remaining other issues is well underway,) 

2, Responses to questions in May 5 memorandum from Sawhill to co-chairs on 
cost estimates, 

3, Response to list of cost and savings questions list given by Bavler to Oellerich 
on May 27. (Identified many specs provisions that did not seem to be included 
in earlier cost estimates and requested back-up data and discussions on other 
issues,) 

4, Other cost estimating questions passed back in review of legislative specs and 
bill language (e,g. automation costs and timing of savings dependent on 
automation), 

5, Background data and calculations necessary to understand and assess some 
cost-estimate descriptions in HHS 'COST ESTIMATE MEMO FOR 
COMPONENTS OF THE ADMINISTRATION'S WELFARE REFORM 
PROPOSAL - DRAFT: SUBJECT TO CHANGE" 

for example Final projection of yearly caseloads In each status of JOBS and 
WORK programs (i,e" deferred, in JOBS and partiCipating. In 
JOBS and not participating, in extensions, in WORK program slot, 
on WORK program waiting list, not phased-in), 

Spreadsheet showing how JOBS and WORK cost estimates are 
built up from cassload estimates, unit costs, and interactions of 
provisions, 

Documentation and spreadsheet back-up for Medicaid estimates 
(and more complete documentation and back-up for Food Stamp 
Program estimates), 

Supporting research and spreadsheet data underlying savings 
impacls of programs for non-custodial parents, 



low-income working f lies who have never been on 
welfare but for whR assistance is essential to enable 
them to remain in e workforce and off welfare. 

, tram.tticeal Assistance Followed b, Work 
r' We do not need a welfare program built around "income mainte

nance" -- we need a program built around work. Everyone has 
something to contribute. We need to transform the culture'of the 
welfare bureaucracy to convey the message that everybody 1s 
expected to move toward work and independenoe. we envision a 
system whereby people would be asked to start on a track toward 
work and independenoe immediately. with limited exemptions and 
extonsions. Bach adult would sign a Bocial contract that spells 
out their Obligations, as well as what the government will do in 
return. our proposal oalls for: 

• 	 Full partioipation. Everyone who receives cash support is 
expected to do something to help themselves and their 
community. The requirement applies to those who sre 
preparing themselves for work, and to those who are 
currently not ready to work. Those who are unable to work 
due to disability or other reasons will be expected to do 
somethi~g for themselves or their community, but will not be 
subject to time limits until they are ready to engage in 
training. education or job placement services. 

• 
programl. As soon as peop begin receiving public
assistance, they will si a personal responsibility 
oontract and develop an loyability plan to move them 
into work as quickly possible. Many will get jobs
quickly--in weeks or nths--after as.istance with job
search and job prep' ation. Others will spend time in 
education and tra inq services 4S needed. The proqram
will be closely rdinated with existing mainstream 
education and aining programs including current and 
new Labor Dep tment programs (the Job Training
Partnership ct and the Workforce Security Act).
School-to- rk programs, vocational and post-secondary
education 

• ~1me limits. People who are able to work will be 
limited to two years of cash assistanoe. Host people 
are expected to enter before the two 

are up. 
be 

( 

are 
• 

• 

years will be 



jobs. The program will be designed to favor unsubsidi
zed work and to ensure that subsidized jobs are short
term and non-displacing. 

Reinventing Government Assistaace 

A major problem with the current welfare system is its enormous 
complexity and inefficiency. It consists of multiple programs
with different rules and requirements that are poorly coordinated 

i:,...aA1 and confuse and frustrate recipients and caseworkers alike. 
,.,.~. , Waste, fraud and abuse CAD more easily arise in such an 

environment.,,:@ The real work of encouraging work and responsibility will happen 
at the State and local levels. The Federal Government must be 
clearer about stating broad goals and give more flexibility over 
implementation to States and localities. Our proposal calls for: . Coordination. simplification and improved incentives in 

~ income support programs. The administrative and regulatory 
~ program structures of AFDC and Food Stamps will be rede

signed to simplify and coordinate rules and to encouragef work, family formation and asset accumulation.- A nerformance-based system. In addition to incentives 
for clients, incentives will be designed to bring about@ 1 change in the culture of welfare offices with an 

~ emphasis on work and performance. 

f A NEW BEGINNING 

Transforming the social welfare system to one focused on work and 
responsibility will not be easy. There will be setbacks. We 
must guard against unrealistic expectations. A welfare system 
which evolved over 50 years will not be transformed overnight. 
We must admit that we do not have all the answers. But we must 
not be deterred from making the bold and decisive actions needed 
to create a system that reinforces basic values. 

Three features are designed to ensure that this plan is only the 
beginning of an even bolder and longer process: 

First, we see a major role for evaluation, technical assistance 
and information sharing. As one State or locality finds 
strategies that work, the lessons ought to be widely known and 
offered to others. One of the elements critical to this reform 
effort has been the lessons learned from the careful evaluations 
done of earlier programs. 

Second, we propose key demonstrations designed to explore ideas 
for still bolder innovation in the future. Lessons from past 
demonstrations have been central to both the development of the 
Family Support Act and to this plan. They will guide continuing 
innovation ~ t:,e future. . 
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It6110116 1& fIdstzated witli lhe WllaId Blat= OUr ourrent ~,(;..,.;~
welfare system seems at odds with the core values Americans ahare:~~~ 
••~ or.... and responsibility. While we believe that work is 
central to the l;trength, independence and pride of American 
families, in reality people who go to work are often worse off 
than those on welfare. Instead 0~9iV people acceSs to 
education, training and employmen the welfare system is 
driven by numbingly complex eligi~ lity rules, and staff 
resources are spent overwhelmingly on eligibility determination, 
benefit calculations and writing checks. The culture of welfare 
offices often seems to oreate an expectation of dependence rather 
than independence .. Noncustodial parents often provide little or 
no economic or social support to the children they parented. And 
single-parent families sometimes get welfare benefits and other 
services that are unavailable to equally poor two-parent
families, One wonders what messages this system sends to our 
children about the value of hard work and the importance of 
personal and. family responsibility, Welfare reform is designed 
to give people back the dignity and control that comes from work 
and independence. It is about reinforcing work,end family ~ 
opportunity/and responsibility. I 

The current system pays cash wnen people lack adequate means to 
provide for their families. We propose a new vision aimed at 
helping people regain the means of supporting tnemselves and at 
holding people responsible for themselves and their families. 
The proposal emphasizes that work is valued by making work pay, 
It signals that people should not have children until they are 
4818 to support them. It stresses that parents--botb parents-
have responsibilit~SHt0 support their children. It gives people 
aocess to the ••ai~~they need, but also expects work in 
return. It limits cash assistance to two years, and then 
requires work, preferably in the private sector, but in community
service jobs if necessary. Most importan~ it requires

changing the culture of welfare offices, getting them out of the 

elt.,," ,_,,~ business,and into the~.iR~ 8RtkJob"l'lacement '-- _ I ' 

aw_'n.".. ~W"~ c."..k$ \;w~,...u .\ {.;...l,~", r~\e. i.M ~"~I"" 
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Ultimately, this plan requires changing almost everything about J'~~' 
the way in which we provide support to struggling families, To 
achieve this vision, the plan has four main elements. 

MAJOR THEMES 

Parental Rosponsibility 

If we are going to end long-term welfare dependency, we must do 
everything we can to prevent people from 90in9 onto welfare in 
the fi~.t place. Families and communities need to work together 
to ensure that real opportunities are available for young people,
and they must teach young people that men and women who parent 



· .
children have responsibilities and should not become parents
until they are able to nurture and support their children. We 
allo need to make it oleaX' that ,&.s,,". both parents .8\P1 A.."' .... 
responsibilities to support their children. OUr proposal calls 
for: 

Child support enforcement. The child enforce• mant system will be strengthened to that awards 
are established in every case, that award levels 
are maintained and that awards that owed are in 
fact collected. Demon.tration'••,o~O:~f~~~~;~~~isupport
assurance and of pro9rams for n parents will 
be conducted. 

• 
case and will be required

live at home stay in sG~ool to receive income 
support. Access to family P~~~111",g will be ensured. A 
strategy for investing in learning from programs to 
prevent high-risk behavior teen pregnancy will be 
pursued. 

We will provide• 
eliminating Or 

reducing in the welfare system in which 
two-parent fami~il!i;es~e:~~:~::~;~j~;;; to mora stringent eligibili
ty rules than s families. 

Haking Work Pay 

Work is at the heart entire reform effort. To make work 
·pay· for welfare r~~i.~~~:~:1 we must provide some support for 
working families. and that a welfare recipient is 
economically better taking a job. We see three critical 
components to pay -- providing tax credit. for the 
working poor. to health insurance, and making 
child care available. OUr proposal calls for: 

• U:~~~~~~~~~ An essential part of moving people from
welfare to ensuring that working persons get health 
protection. current system keeps people from leaving
welfare for fAAr of losing their health insurance. 

• 
workers to their families above poverty.
Efforts made to help families receive the EITC 
on a xeqUICX basis. 

• 
care in the transition:f!~!~~~~~~~~~~~~~~:~:I,~n addition to

al program for who transition off 
child care subsidies will be made available to 



SllMMARY RECOMMENDATIONS 

Our current system seems at odds with the core values Americans share: work) 
family; opportunity, responsibility, While we believe that work is central to the strengtb, 
independence and pride of American families. in reality, people who go to work are often 
worse off than those on welfare. Instead of giving people access to needed education, 
training and employment, the welfare system is driven by numbingly comp-Iex eligibility 
rules, and staff resources are spent overwhelmingly on eligibility determination, benefit 
calculation and writing checks, The culture of welfare offices seems to create an 
expectation of dependence rather than independence" Noncustodial parents often provide 
little Of no economic or social support to the children they parented, and single~parent 
families sometimes get welfare benefits and other setvices that are unavailable to equally 
poor two-parent families. One wonders what messages this system sends to our children 
about the value of hard work and the Importance of personal and family responsibility. 

This welfare reform plan is designed to give people back the dignity and control that 
comes from work and independence h is about reinforcing the values of work, family, 
opportunity and responsibility, The current system pays cash when people lack adequate 
means to provide for their families. We propose a new vision aimed at helping people 
regain the nH;ans of supporting themselves and at holding people responsible for themselves 
and their families, The proposal emphasizes that work' is valued by making'work pay, [t 

signals that people should not have children until they are ready to support them. It 
stresses that parents~~h()fh pttrenls--have responsibilities to support their children, It gives 
people access to the skills they need, but also expects work in return. It limits cash 
a.-.sistance to two years, and then requires work, preferably in the private sector, but in 
community service jobs if necessary, Most important, it requires changing the culture of 
welfare offices, getting them out of the business of writing checks and into the business of 
finding people jobs and giving them the skills and support to keep those jobs. 

Ultimately, this plan requires changing almost everything about the way in which we 
provide support to stmggling families, To achieve this vision, the plan has four main 
elements 

MAJOR ELEMENTS 

Parenlal Responsibility 

If we are going to end long-term welfare dependency, we must do everything we 
can to prevent people from going onto welfare in the first place. Families and communities 
need to work together to ensure that real opportunities are available for young people, and 
they must teach young people that men and women who parent children have responsibili

• 




ties and should not become parents until they are able to nurture and support their children. 
We also need to make it clear that"both parents have responsibilities to support their 
children. OUf proposal calls fOl" 

Preventigft 

A national campaign against lecn pregnancy, which sets· clear goals of 
opportunity and responsibility for youtb, and draws on all segments of society and 
government. ' 

Requiring minor mothers 10 live at home, with their parents or a 
responsible adult ~- n(lt receive a separate check for setting up a separate household. 

Stale option to limit additional henefits for additional children 

conceived hy parents Oil we(fare. 


Child support enforcement. 

Universal paternity t.!stahiishmcnl. preferably in the hospital. Strict 
penalties for womell seeking AFDe who do not cooperate in identifying and finding 
the fatheL Serious financ.ial incentives to states who do not establish paternity once 
the mother has cooperated. 

Central child support registries in {wery staie, to track payments 
and take prompt action when money isn't paid. 

A national registry of child support (lward~' (tnd a,l1t1lional rcbrislry 
of new hires based on W-4 reporting so that delinquent noncustodial parents can be 
tracked quickly and easily across state lines. 

Regular updating ofaward... 

New measures to penalize those who nifuse to pay ~~ from license 
suspension to IRS enforcement. 

A new program qf re!prired work and training for men who owe child 
support and fail to pay. 

Demonstrations ojpareming and acces,\ programs (tnd child support 
af.suranc\!, 

Support for Working Families 
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One of the greatest peTVcrsities of the current system is that people on 
welfare often have higher incomes, better health protection, and greater 
access to child care than working poor families, This plan is designed to help 
families support themselves by going to work, not staying on welfare. The key 
elements are: 

Earned Income Tax Credit (EITC). The expanded EITC makes it 
possible for low-wage workers to support their families above 
poverty. Efforts will be made to help families receive the ElTe on 
a regular baSIS. ' 

Health care refQnn. Too many people go on welfare and stay there because 
they cannot find work that provides health coverage for their families. 
An essential part of moving people from welfare to work is ensuring that 
working persons get health protection. 

Child cl!re fQr the working poor. In addition to ensuring child 
care for participants in the transitional assistance program and 
for those who transition off welfare, child care subsidies will be 
made available to low-income working families who have never been 
on welfare but for whom assistance is essential to enable them to 
remain in the workforce and off welfare. 

Replacing \Velfare with Transitional Assistllnce and \Vork 

We do not need a welfare program built around uincome maintenance" -- we 
need a program built around work. Everyone has something to contribute, We 
need to transform the culture of the welfare bureaucracy to convey the message 
that everyone is expected to move toward work and independence. We envision a 
system whereby people would be asked to start on a track toward work and 
independence immediately, with limited exemptions and extensions. Each adult 
would sign a social contract that spells out their obligations, as well as 
what the government will do in return, Our proposal calls for: 

Full Qartkipation. Every able-bodied individual who receives cash 
support is expected to do something to help themselves and their 
community_ The requirement applies to those who are preparing 
themselves for work and to those who arc currently not ready to work. 
Those who are unable to work due to disability or other reasons will be 
expected to do something for themselves or their community. but will not 
be subject to time limits until they are ready to engage in training, 
education. job search or job placement. 
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A reformed JOBS program. The focus of the welfare system must be 
changed from a system focused on writing checks and verifying 
circumstance to one geared toward helping people move rapidly to 
work. The Family Support Act offered the first dear vision for 
converting welfare into a transitional system. But the vision \\las 

not realized, in part due to insufficient resources, but also 
because most welfare offices and recipients never got the message. 
A reformed JOBS program would include: 

Personal J?e.\ponsihiJily COIl/ruel, In order to'receive 'assistance, 
people will have to sign a personal responsibility contract that spells 
out their responsibilities and opportunities, and develop an employ
ability plan to move them imo work as quickly as possible. 

Job Search First. Most recipients will go through supervised job 
search as the first step of their employability plan. Anyone taking 
part in the JOBS program will be required to take it private sector job if 
offered. 

A dear /iX'll.'.' on employmelll. Too many programs seem to worry little 
about whether people atmally get jobs and keep them. The plan will 
attempt to build bridges between the welfare office and the private 
sector. 

Integration Wifh mainSfream education and IrainjllX programs, 
not bave a separate system tor welfare recipients; it ought to be 
integrated with new and existing programs in the community. 

We should 

Emphasis 011 worker slIpport once a person is placed in a joh. 
effective programs do more than try to find someone a job, they offer 
help so that person can keep the job. 

The most 

Time limits. lndividuals who are able to work will be limited to 
two years of cash assistance. Most people will be expected to 
enter employment weB before the two years are up, Mothers with 
mfants, people with disabilities that limit work, and those who 
care for a disabled child will be placed in a JOBS Prep program, 
and not be immediately subject to the time limit Extensions 
would be granled in a limited number of cases such as those who 
need to complete high school, or people who need more time because 
of language barriers. 

A WORK program. Tbose people who are still unable to find work at the end 
of two years will be required to work in a private sector, community 
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service or public sector job. Instead of welfare, states would be 
expected to provide temporary jobs for those who have exhausted their 
time limit and cannot find unsubsidized private sector work. Key 
elements of the WORK program include: 

Work jhr Wages, Hot Workfitrc. States would be expected to place 
persons in subsidized jobs which pay a paycheck Recipients would have 
the dignity and responsibility that comes from a rea! job. 

Flexible, cummunity hased pro!,Tftlnl, States would be abJe to use money 
which would have been spent on welfare and an additional amount for 
administration to place people instead in subsidized private jobs, with 
local community organizations, or in public service employment. The 
program will have close links to the local community_ 

Strong prlwftc sector emplwsis. The strong emphasis will be on placing 
people in subsidized private sector placements that will lead to 
unsubsidized work. 

NOll-displacing johs. These jobs will be designed to avoid displacing 
existing workers. 

Keeping stays I/J fhe WORK program shorl. To discourage lang-IeI'm ,\'Iays 
ill fhe WonK program, the plan includes limits on 1he duration of anyone 
placement, frequent job search requirements, no ElTe for those in 
subsidized work slots, and a comprehensive reassessnlent for poople 
after two placements. 

Special rules for places with high llnemp/oymem. Places with very high 
unemployment may be granted special exemptions and added financial 
support 

Dol/ar caps on the JOBS and WORK programs, To control costs, these 
programs will be capped entitlements, with fixed dollar amounts designed to meet 
the projected cas-eloud, 

Reinventing Government Assistance 

A major problem with the current welfare system IS Its enormous complexity and 
inefficiency. It consists- of multiple programs with different rules and requirements that are 
poorly coordinated and confuse and frustrate recipients and ca'ieworkers alike. Waste, fraud 
and abuse can more easily arise in such an environment. 
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The real work of encouraging work and responsibility wiH happen at the State and 
local levels, The federal government must be clearer about stating broad goals and give 
more flexibility over implementation to states and localitie.li, Our proposal calls for: 

Coordination. simplification and improved incentives In Income suooort programs 
The administrative and regulatory program structures of AFOe and Food Stamps 
will be redesigned to simplify and coordinate rules and to encourage work, family 
formation and asset accumulation, Changes include: 

End Niles which discriminate agaillslulwo-panml families .. The 100 
hour mle and quarters of work rule which apply only to two-parent families would 
be repealed, 

Allow families 10 OW!} a reliahle automohile, Current rules prevent 
those on AFDC fr~m owning it car with an equity value of more than $1,500, 
\Vorse still, food stamps has different rules and different accounting procedures. 

Allow states to reward work Current law requires stales to reduce 
benefits by $1 for each $1 earnett The proposaJ would give states the tlexibility to 
reward work. 

Allow families to accumulate savings. The proposal would allow 
families to set up Individual Development Accounts which could be used for 
specific purposes without losing eligibility, 

A performance-based system, In addition to incentives for clients, incentives 
will be designed to bring about change in the culture of. \velfare offices with 
an emphasis on work nnd performance. 

Accountability. efficiency. and reducing fmud, The plan calls for significant 
expansions in the use of technology and tracking systems to ensure accountability, 
efficiency and fraud reduction. Among the advancements would be: 

A natioNwide puhlic as.o,,'islance clea';lIghouse, which tracks people 
whenever and wherever they USe welfare. Such a system is essential for keeping the 
clock in a time~limited welfare system. Persons will not be able to escape their 
responsibilities by moving or by trying to collect benefits in two jurisdictions 
simultaneously 

Slate tracking systems which Jollow people i/J the .lOBS and WORK 
programs. These systems will ensure that people are getting access to what they 
deserve and that they are being held accountable if they are failing to meet their 
obligations, Each state will be expected to develop a tracking system which 
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indicates whether people are receiving and participating in the training and 
placement services they are expected to, 

Projected Impact 

Making all these changes overnight would severely strain the ability of federal and 
state governments to implement the new system. We recommend phasing in the plan by 
starting with young people, to send a clear message that we are ending welfare for the next 
generation. The attached tables are based on starting with the youngest third of the 
projected caseload - persons born after i 971, who will be 25 and under in J 996 when the 
new system is implemented. 

Starting with that cohort of people, the system will be transformed. Anyone born 
after 1971 who is on welfare today and anyone born after 1971 who enters it subsequently 
wLIl face new opportunities and responsibilities. By the year 2004, this group will represent 
over 60% of the projected caseload, as older cohorts leave and new persons born after 1971 
enter. States wanting to move faster Vy'ould have the option of doing so, 

Tahle 1 indicates the number of persons in various parts of the program by year 
assuming this phase in. Note that because the states will need up to two years to pass 
legislation and implement their systems, the program would not begin fully until late 1996. 
Thus :FY1997 is the first full year of implementation, The initial JOBS program starts up 
rapidly and grows somewhat over time as more and more people are phased in. The 
WORK program grows over time starting with roughly 140,000 johs in the first year when 
people begin to hit the limit (FY 1999) rising to roughly 500,000 by FY 2004. 

Table 2 shows the impact of these changes for the phased-in caseload over the next 
10 years, compared with what we project would be the caseload without welfare reform and 
health reform. 
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Projected Welfare Ilod \\lork Status for Persons Born after 1971 
Who Would Have Been on \Vclfare \\'itbout Reforms 

FY 2004 ,- Without Re
form 

FY 2004 - With Reform 

Off Welfare 0 22% 

Working with Subsidy 8% 25% 

In Mandatory Education, 
Training, or Placement 

15% 26% 

Not working nor in manda
tory education and training. 

77% 27% 

TOTAL 100% 100% 

Under the plan, we will go from a situation where three-quarters of the persons are 
collecting welfare and doing nothing in return -- neither working nor in training -- to a 
situation where three-quarters are either off welfare, working with a ;;uhsidy, or in time~ 
limited training, Only those unable to work arc outside the time limits, and even these 
persons will have greater expectations and opportunities under the proposed system. 

Tranf'forming the social welfare system to one focused on work and responsibility 
will not be easy. There will be setbacks. We must guard against unrealis.tic expectations. 
A welfare system which evolved over 50 years will not be transformed overnight. We must 
admit that we do not have all the answers. But we must not be deterred from making the 
buld and decisive actions needed to create a system that reinforces basic values. 
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dRAFT 

TABLI! B· PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL TO BE ACCOMPLISHED THROUGH REGULATION 

(By ftsea.l year, in millions of dollars) 

sv.., to Year 10 YearSf.... ,004 T,,,,,m 19% ,m 19.. T.... Pol"" '000 '001 '''''' ''''''''""""" IMPRQVING COV'£R)\."MENT ASSlSTM<C& (lGAj 

Set Auto E:l:clusiom to 13500 EquIty vam. .,,. ,. m115• ". ,,, '00 H" 110 
Food Sump. {S} " (5) (5) ,5)(5) 00) 00)(ll "AFDC 

• •• • "•M~ .,.o. .. !IS 100 \0,NET 30 55 85 11. 90• • 
~) 

'" 
Cooform to Food Stamp Aecolmtiq: Proctdum ,., ,., ,., , 2.625 1,4<15AFDC 2M) ',200

Foo4;Swnpt ". 0 "" '"0 •'"• • • ""• 660• • '"• • • • • 
~ ... 1,6lSNET ill n. 240 UOG ''is 28' m '" I,'"". '"'" 
SbpMy vtti.6;:atioal'rocedun 
AFDC Q.) Q.) Q.) Q.) (2) (10) 
FQoIX[ $ta.mp. 0, 0) (:I) m 0) 

(2) (2) (l) (2) (2) (20)('!1) 
(1$) (2) (l) p, (3) (l,(15 0'" '" "'" 

(oIO)NET (5) (5) (5) (5) (5) m (5) (5) ~, ~O,~5) aO)"""""" m ,. 
 ,.,.AFDC I. to I. 10 to 15 III'0 
1,115 1,11S,- '00 100 ,., 1I5 53. ". '20 u." " "".M¢di~d '" """""'-- "' ,.. 1,290NET u. U, U5 ll. Il5 13. llO )45 .... 15'5110 . 

GRAND TOTAL IGA REGULATIONS 330 335 3811 420 460 4,515 2,9901,290 01$0 490 520 S40 5601,92.5
- -

Nate 1: l'an:tlthe:sI$ I'1!pn:mrt sa-rinp. 

Note 1: All of the &boTe ~ expenditnn!s 0lI1iomditt. 'l'he.m(cre they are m.atched atCU'J\'llt nrteI-!S ptttart loon «I$tS tor AFDC 1U1d tOO perunt t'edertf cum: for Food Stiunpi. 
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PRELIMINARY DRAFT 

FEDERAL COST ESTIMATES OF AD~UNISfRATION'S WELFARE REFORM PROPOSAL 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(By fiscal year, in minions of dollars) 

5 Year 5 Year 
1995 1996 1997 1998 1999 Federal Total 

PARENTAL RESPONSIBILITY 

Minor Mothers 
No Additional Benefits for AdditionaJ Children 
Teenage Parent Educational Attainment 
Comprehensive Demonstration Grants 
Teenage Pr~cy Proventlon Grants 
Access and simhan Grants 
Child Support Assurance Demonstrations 

0 
0 
0 

20 
20 

5 
0 

(20)
(5
5 

20 
40 
5 
0 

aSl 
5 

20 
60 
10 
25 

agl
5 

20 
80 
10 
50 

ffil
5 

20 
100 
10 
65 

~ 
100 
300 
40 

140 

m8)
20 

100 
300 
40 

155 

Child Sm:port Enforcement ' 
Net E oct of Child SuPll!'rt Pr0.rltal 
Medicaid Savings from Caselo. Reductions 
Computer CostS 
NET 

SUBTOTAL. P ARI!I'I'TAL RESPONSmILITY 

SO 
0 

10 
60 

105 

160 
0 

30 
190 
235 

280 

qijl 
275 
365 

(05)165 
90 

(180)
(SO 

g~l
90 

a~~l 

185 
~4ii) 
i~) 

~ 
~~~ 

MAKING WORK PAY 

AI-l!isk Child Care ExJl'\llditures 
State Demonstration Projects fOT Advanced Payments of EITe 
State Flexibility on Earned IIK:ome and 

Child~~r Dis:1\ards
OTAL, AKINGWORKPAY 

0 
0 

0 
0 

190 
200 

0 
390 

275 
10 

215 
500 

455 
10 

245 
710 

765 
(170) 

285 
880 

1,685 
50 

745 
2,480 

2,2GG 

1,515
3,765 

Note 1: 	Parert~ decottuyings. 
Note 2: 	 rIVe Year Federal etlmates represt'llt tbe foDuwing state match rata: stt"'fica at 669; (JOBS makb+5) in 19% Il1ld 1m? at 68~ in 1998 (JOBS matclt+7), and at 70'1' (JO 

btnd'ltt at eul'1:'ert tiWt::h ratl$; dllld support is IlUlk:bed at ratl$ spet.irled itl the hypotbetical plan;- comprehensiVe demonstration grants, 
teenA£e prevention irilt.lt$ tmd iDA aad microettterpris:e d~ust:ratioQ grants are makbed at 100$; aDd aU other dett:lol'lStratioru: ate matebed at 90~. 
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PRELIMINARY DRAIT 

FEDERAL COST ESTIl\Ii\. TES OF ADMlNISTRA TlON'S Wl:.LFARE REFORM PROPOSAL (oont)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(By rtSCal year, in millions of dollars) 

1m 1996 1991 1998 1999 
5Y""

Federal 
5 V .... 

Toal 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

AddjtionalI0BS Spending 
WORK Operations
Work Expenses and Employer FlCA 
Administrati.e Costs 
Additional CMd Care SP!o"'d~ror 10BS 
eMd Care Sf:'l:ldi~ WO
Transitional 'hitd 

0 
0 
0 
0 
0 
0 
0 

4~ 

360 
0 
0 
0 

235 
0 
0 

r
480 

0 
0 

15 
320 

0 
65 

..... 
600 
lOS 
40 
30 

410 
75 
90 

1"" 
670 
435 
160 
30 

470 
295 
125 

2~~40 775 
380 
ISO 

1.435 1.535 
370 530 
280 265 

I ($j1h:':

Child Care Monitori~'\lmd Licensing
CMd and Adult Care «ding Proj,..-am (all <Md care) 

0 
0 

IS 
25 

IS 
45 

15 
70 

IS 
lOS 

60 
245 

120 
245 

No• .(;ustodlal Parent JOBSIWORK 
Enhanced Teen Case r.~nt
ADP Federal and State 5y,
Enhanced Administrative Efficieney 

Caseload Reduction and Sanctions 
Food Stams! Savings
MedJcaid vings 
Mediroid Ping 
EITC Outl¥;! 

SUB OTAL, TRANSITIONAL ASSISTANCE 

0 
0 

110 
0 

0 
0 
0 
0 
0 

110 

10 
65 

225 
0 

0 
0 
0 
0 
0 

935 

20 
75 

265 
(25) 

(9~go 
IS 
0 

1.115 

30 
90 

140 
(120) 

( 
l3Sl(70 

(235 
45 
25 

1, lOS 

50 110 
90 320 
60 800 

(125) (270) 

1m! !ml450 
55 lIS 
70 95 

1.575 4.840 

125 
475 

1.000 
(430) 

(I.I~(25
(1.300 

200 
95 

5.640 

IMPROVING GOVERNMENT ASSISTANCE (lGA) 

Remove Two Parent (UP) Restrictions 0 0 ISS 295 350 goo l,430 

fi)AfMicroenf.e!prise Demonstrations 
Guera1Jy Conform Resource Limit and Exclusion 

Rule< to those of Food S_~
Increase by 15% Territories" ps and 

A,&ust for Inflation 
All thers 

SUBTOTALIGA 

0 

0 

0 

f~l 

0 

0 

0 

figl 

IS 

85 

30 
(30) 
255 

25 

135 

30 

m> 

)0 

200 

30
J2O)90 

70 

420 

90 
(20) 

1.360 

70 

goo 

90 
(440)
915 

Tribal TAP~OBSIWORK)
Research an Evaluation rAP U/W/AR)
Adjustment f()r first yeat implementation 

0 
0 
0 

30 
40 

(300) 

35 
45 
0 

40 
55 
0 

45 
35 
0 

150 ISO r;.J.Jll
~-l75- /#;1ft::

00) (300) 

GRANDTOTAL 175 1,320 2,315 2,325 2,900 9,135 9,590 

Note I: 	Parentheses denot.esavings. 
Note 2: 	 Five Year Fedtf'ai estnnAtes l'ep«:sut the rollowixta state matcll ...tes: servica at 66% (Joas mat.ch+S) in 1996 and 1997. at68'1t m1m (JOBS matcll+1). and at 

bene!'w: at CUt'Tent match ntes:; {'hiJd support is I.tIattb~ at r:ates s~ed. in the hypotbetical plan; eomg~bensi,e dflDOustratiou jp"UlS, 
teenage PrffeuUoQ gnnts and iDA and P1icroenWprile demoustl'aOOu grants are matcMd at 100"; an aU other demonstraOOIl'J are matched at 90%. 
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Summary Of Administration's Welfare Reform Cost Estimates 
(By fiscal year, in mImon, of dollars) 

, . "-.' ,_ ,_ Sonar BudI,!et ouuaX rotahl 
1997 filer"ral Staljil Combined,-	 '''' 

TransltlQnal Asststanco FQllow.o by Work 

Additional JOBS SpendIng 

WORK Spending 
N¢t'!-ClJS.to<iial Parent JOBSjWOAK (GrO$s) 
AddiOOMI ChIrd Cam Spending for J06$f';VORKlTCC 

II1YG$\rnents to Automation 

Subtotal 


SaYings 

Med!caid Impact On Tral'lSltional AssiStaoo$ 


Subtotal, Transitional IUslstance 

Mai<lng Work Pay 

Working-Poor Child caro ExpendHuros 
State Flexibility on Earned Income and 
Child Support Disregards 

Medie:.aid Impacts tor Slate Flexibility 
, Stal~ Oomonstratior.$ to Advance EITC 

Subtotal, Making Wort( Pay 

Paumtal Rospo!'tsrblllty 


Teenage Pregnancy Prevontion Grants 


Child SUpport Enforcement 

Medicaid Impacts fOf Child Support Enforcemont 

CS€A OemOM-tl"tltions 

State Option to Limil Adc'iUonal e"Mtil$- to 


Additional Children 

Minor Mathern 

MG<lieald Impacts 1« MinOr Mothers 


Subtot.l, Parental ResPOMlblUty 


ImproVing Government Assistance (IGAl 

Romova Two-Par&rrt (lJP) RestrlelrOl"f& 

MoctcaJd Impacts 10r Removal of UP Restrictions 

IDAfMlcI0(\I'\t9rpriu Os-monslrAllon. 

Conform RilUlourcos Umit, Incomtl Dof and OI.!'mr 

MedlCeld Impacts (lOA) 


Subtotal, IGA. 

TOTAL 

TO!RbRl,·dl."9l\!~<9~'·'on. 

0 
0 
0 
0 

115 

11. 
0 
0 

ill 

0 

0 

0 
0 

£ 

• 

60 
a 
1 

0 
0 

0 

TIl 

•
0 

a 
(45) 

C 

l£!l 
J!Q 

130 

34' 
0 

34 

320 
230 

.as 
(80) 

0 

85' 

160 

0 
0 

200 

~ 

4. 
185 

0 
3 

(5) 
(15) 
(10) 

200 

0 
0 
0 

(") 
10 

la 
,:1,410 

1,010 

709 
0 

51 

5'5 
270 

1.555 

(265) 
(35} 

1,:255 

280 

50 
125,. 
465 

.. 

350 
(45) 
2. 

(10) 
(15) 
(10) 

365 

'5 
eo 
10 

'5 
2() 

l!!l2 
2,285 

1,600 

81. 
205 
.7 

715 
145 

1,900 

(460) 
(150) 

1.370 

300 

60 
140 

10 

§l!l1 .. 

0 

(105) 

'7 

(l5) 
(lSj 
(HI) 

la 

85 

J~ 
20 
60 
55 

~ 

~ 
',355 

921 
762 
,20 

1.005 
65 

2.935 

(615) 
(285) 

2:,035 

640 

eo 
160 

(170) 

llQ 

104 
(70) 

(1i'5) 
73 

(lS) 
(15) 

(15) 

!!.ill 

105

"".
20 
90 
95 

545 

3,175 

1,945 

2.798 
967 
302

2._ 
82. 

7,520 

(1.420) 
{470} 

5,630 

1.460: 

190 
425 
50 

2,125 

300 
525 

(325) 
162 

(45) 
(60) 
('5) 

510 

23. 
475 
5. 

135 
180 

1,075 

9,340 

5.040 

447 3.245 
472 1,439 
135 437 
370 2,l195 
205 1,0'30 

1.630 9,145 

(1.020} (2.4<10) 

(355) 	 (8ZS) 

255 ~ 

333 1.793 

350 540 
320 745 

0 SO 

1,005 , 3.1$0 

7 S07 
(535) (10) 
(245) 	 (570) 

19 ,.2 

(2"") (305) 
(50) (110} 

(35) (llO) 

i1JQQl (565) 

225 '50 
355 830 

0 50 
(135) 0 

i_ 
136 316 

1,655~ 
74. 10.080 

5,426 



.. ~"" ... _ .. w._'··. ______~............... 
(By fiscal year, in mll!lons of dollars) 

,. 
1995 1996 1997 ,,,. 1999 

S-Yetlr BUd~.l Authority Totals 

F&deral State Com~nGd 

Transltfonal Assh,tanco followed by Work 

Addilional JOSS Spending 
WORK Spending 
Non·Custodial Pa/4Int .JOBsmoRK (Gros$) 
AdditiOnal Child Care Spending for JOBSj'WORK,iTCC 
InvostmGnts In Automation 

0 
0 
0 
0 

115 

110 
0 

40 
320 

·230 

660 
0 

S5 
52. 
270 

137 
233 
105 
115 
145 

.,. 
841 
125 

1.065 
55 

2,945 
1,075 

325 
2,625 

625 

.70
52.
14. 
310 
2<,.5 

3,415 
I.GOO 

410 
2,995 
1,030 

Subtotat 115 1.300 1,510 1.935 2,l135 7,79$ 1.715 9,510 

Savlngs 
M&dlcafd Im~ot On TrOlnsft!ol\al A!ls1staoca 

0 
0 

(ao) 
0 

(265) 
(35) 

('SO) 
(150) 

(615) 
(265) 

(1.420) 
«70) 

(1.020) 
(355) 

(2.440) 
(625) 

Subtotal, Translt!ona! A$slstaneo .l.l! 1,220 1,210 1,325 ~ 5,905 340 6,245 

MakIng Work Pay 

Working.PCXlf Child Care Expenditures 
State Rex/hlnty en Earned Incomo and 
Child $l.Ippor! Disregards 

Medicaid Impacts fot State Floxibility 
State DemonstratiOns to Advance EITe 

0 

0 
0 
0 

200 

0 
0 

200 

300 

50 
125 

10 

400 

60 
140 
10 

100 

eo 
160 

(170) 

',600 

190 
425 
50 

l!55 

350 
320 

0 

1,965 

540 
145 

50 
Subtotal, Mak(ng Work Pay Q ~ 485 610, ZZQ 2,26.5 1,005 3,300 

Parenta! Responstbility 

Teenage Pregnancy Prevention Gtaots 
Child Support Enforc(lment 
Medicaid lmpacts lor ChUd $vpport Enfor.:lement 
CSEA Demons1rations 

'0 
SO 

0 
3 

62 
,,'5 

0 
3 

63 
3SO 
('5) 
33 

103 
0 

(105) 
5. 

123 
(70) 

(17S) 
73 

410 
525 

(325~ 
170 

10 
(535) 
(245) 

20 

42. 
{to) 

(570) 
190 

Slate Option to Umit Add,tional Bene/lta to 
Additional ChUdren 

Minox Moth*rs 
Medicaid Impacts lor Minor Mothers 

Subtotal. Parental Rcspon1llbUlty 

0 
0

• 
W. 

(5) 
(15) 
(10) 

i!!! 

(10) 

(15) 
(10) 

~ 

(15} 
(15) 
(10) 

II 

(15) 
(15) 
(15) 

JW 

(4S) 

(60) 
(45) 

630 

(260) 
(50) 
(3S) 

(1,095) 

(305) 
{110} 
(ao) 

~ 
Improving Qovemment Assistance (IGA) 
Remov~ Two-Parent (UP) Rimtrletlon$ 
Me<:Il¢aid Impacts lor Remo\'a.l of UP F1Mtrictfons 

0 
0 

0 
0 

'5 
60 

OS 
160 

105 
205 

235 
415 

225 
3S5 

,6. 
850 

• 

IOA/MicroomClrprls& Damo!'\$1fation& 
ConforM Resourc6$ Umit, rncome Dilf and Other IGA 
Medicait;f Impacts (lGA) 

0 
(45) 

0 

0 
(IS) 
10 

10 
45 
20 

20 
60 
55 

20 
90 
95 

50 
13<) 
185 

0 
(130) 
14<\ 

50 
0 

325 
Subtotal, IGA (45l l§l W ;mQ ill 1...075 ~ ~ 

~ 175 1,MS t2~ 2,gaO 3,25$ 9,&75 !!If! 10:145 

tO/,~~1d~~t~tv~t.9{Y Provisions- 130 1,375 1.555 1,310 1,945 6,315 (515) 5.600 

,,~"" 
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E X E CUT I V E OFF ICE o F THE PRE SID E N T 

26-Apr-1994 11:14am 

TO: (See Below) 

FROM: Richard B. sayler 
Office of Mgmt and Budget, HRVL 

SUBJECT: Today's 7:30 meeting 

The topic was performance measures and QC. Mary 30 handed out a 
short paper that was a little more detailed than tho version we 
got in the package last week. (I'll distribute it.) 

Mary Jo's general approach is to have higher matching rates for 
JOBS (and, it developed, WORK) based on states' success in 
exceeding targets for self-sufficiency, service delivery, and the 
number of families hitting the two-year limit. In addition, she 
would expand the notion of erroneous payment to include 
tl outcome-based tl measures. 

The discussion again revealed how much still needs to be done in 
thinking proposals through. Even leaving development of the 
actual measures to the Secretary (in conSUltation with states and 
other "stake-holders") basic design issues still need to be 
addressed, such as whether increased matching applies to spending 
during the period of the good performance (and so would be 
retrospective), and whether the intent is to reward (and puniSh) 
the extremes of behavior, or to try to fine tune state efforts. 

Most significantly. atter Wendell ruled that questions about lower 
matching for WORK costs than for JOBS, and lower benefit matching
for those on WORK waiting lists, were out of order in yesterday's 
discussion of matching rates, these issues weren't mentioned at 
all in Mary Jo's paper. On questioning, she indicated her 
proposal would be to substitute her performance measures for the 
lower matching proposals for WORK and waiting lists. 

It became clear that states would have no reason to put people 
into WORK slots. rather than on waiting lists, if the only penalty 
they faced was lower matching for non-benefit WORK slot costs. 
ACF staff will come back to the group with some proposals On this 
issue. 

It seems to me that it will be hard to craft a realistic matching 
rate scheme to effectively deter waiting lists. ItJs one of those 
issues about coherence of the current proposal that keep rattling 



• 

around and never quite get engaged~ 

Suppose a state has a 50 percent match rate for a $400 AFDC 
benefit. Because we've made the WORK slots so hard to develop and 
schedule, people will tend to collect on the waiting lists. The 
pOlicy option HHS favors is to reduce the benefit match to 
make-waiting-lists-not-pay for states. 

On average, the cost of a work slot will be $300 to $400 per 
month. If child care is needed, it will cost another $250 to 
$300. Assuming a 75/25 split, the state l s share will be around 
$150. 

To rnake-waiting-lists-not-pay for states, benefit matches for 
mothers who need child care to WORK would have to be reduced more 
than $150 (what the state would have to pay for tho WORK slot and 
child care). In the 50 percent FMAP state near median AFDC, you 
would have to reduce federal matching more than 75 percent (from 
50 percent to around 12 percent) before the state would be losing 
an~ money by letting this mother sit on the waiting list. I don't 
th1nk it is reasonable to believe that Congress would adopt such a 
severe benefit matching rate proposal. And if they did, it isn/t 
a sure thing that states would put people in WORK anyway. A state 
losing only a little on a family like in the example might still 
reason that it is better to take the small loss rather than add to 
the government FTEs both with a lot of the WORK participants 
(experience and research gives us little reason to hope that many 
will he in private for-profit sector jobs, and non-profits can 
only take so many - that leaves the public payrolls) and the staff 
needed to develop and maintain those WORK slots. 

In states with FMAP much above 50 percent and benefits above the 
median, proportionately smaller (but still very large) reductions 
in benefit matching rates could make-waiting-lists-not-pay. 
However, I doubt that a credible national benefit matching rate 
deterrent to waiting lists can be designed. 

Distribution: 

TO: Isabel sawhill 

CC; Wendy c. New 
CC: Bernard H. Martin 
cc: Stacy L. Dean 
CC: Michael E. Ruffner 
cc: Keith J. Fontenot 
cc; Christine B. Ellertson 
cc: Lester D. Cash 
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We~are reform 

Federal costs in billions 


Option 	 1995 J!li,91;l slea.ctvSlJ!le 
1. 	 Base option - 2 years of AFDC, then community service in exchange 0 4.1 5.1 


for benefits - phased in with first-time applicants. FederalS-year costs: 

.9b for transition education and training; 2.4b for work slot 

administration; .8b for child care.' (OMB rough estimate) 


2. 	 Base option total with behavioral effects - illustrates effects of increase 0 .9 .1 

of 10 percent in exit rates due to investment in education and training, 

and deterrent effects of time-limits and community service work 

requirements. Deterrent effects will be controversial. Best empirical 

evidence does not show big effects from CWEP, but no saturation 

worklare program has been rigorously evaluated. (OMB rough 

estimate) 


Increments coml!!!red to 2.jbase oetion with 10 I!!lrcent behavioral 
effectsl 

3. 	 Up-front iobsearct'tfoLalL'!IlPlicants (OMB rough estimate) -.2 -1.3 -1.2 

I Estimates include spending for AFOC. FoOO Stamp Program, Medicaid. training. support services. and child care, but not EITe Of Chiki 
eare Food Program which would tend to add to outlays. States are assumed to spend educatKm and training and child care funds: first on flrm~ 
time applicants subject to new requirements. 

Assumes 13 perrent of cases are chifd.ooly, 25 percent of other ease heads ate exe~. 50 percent of flOI'IreXempt participate in transitional 
education. training and job search each year. 50 percent of nonexempt tmnsitional participants require chad care subsidies avemglng $972, 
PosHmnsitioo community service is 20 hours per week in exchange for AFOC benefits. Administration of each slot costs $3,000 per year, and 
50 percent of participants require child care subsidies of $2,696. 
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4, 	 Um!t community service to one year followed by in·kind safety net ·,2 
(OMB rough estimate) 

5, 	 20 Qercent of work slots are child care workers for other AFDC 0 
parents, or aged care, or some other service for which the federal 
government would have paid anyway (OMB rough estimate) 

6, 	 EmQlo:lers ea:l communi!:l service admlnistrativ!! costs (OMB rough 0 
estimate) 

7, 	 Discussion paper's child support policies' (HHS preliminary estimate) ,1 

8, 	 Child care for non·AFDC working poor 

9, Program simplijication 

10, Eliminate 100·hour rule and workforce attachment requirements for ,2 
AFDC·UP (OMB rough estimate) 

11, Advance EITC payment 

12, Enhanced JOBS program match 

13, Demonstratiqns (OMB rough estimate) 0 

:r Interactions with base option not modeled. 

2 

·2,5 

·,5 

·2,0 

·4.0 

-,6 

-2.3 

-1.6 

1.3 .2 

,2 to ,5 


